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gt rmcin——Natural Resources and Environment

Budget Subfanction —— Conservation and Land Management

Tite

Program To Transfer Land Between the Bureau of Land

Management and the Forest Service Has Stalled

Report Number/
Document Date

RCED-85-21, 12/27/84

Background

GAO reviewed the Bureau of Land
Management’s (BLM) and the Forest Ser-
vice’s implemention of the Junsdictional
Land Transfer Program, which was es-
tabhshed m 1980 to identify and evaluate

opportunities to transfer the two agencies’

land management responsibilities and de-
velop proposed legistation to effect such
transfers

Findings

GAO found that BLM and the Forest
Service did not meet the milestone dates
which they had established for developing
the first legislative proposal. In addition,
joint field work on the program was
suspended 1n January 1983 because (1)
the two agency heads could not agree
on the size and scope of potential land
transfers to be mcluded in the legisla-
tive proposals; and (2) the agencies’ field
staffs, who were responsible for identify-
ing transfer opportunities and developing
potential transfer proposals, frequently
did not follow the jointly 1ssued program
guidelines Furthermore, statewide land

Findings

Recommendations to Agencies

pattern goals were not established in four
of the five states studied because of a
lack of resources, a lack of communica-
tion with agency heads, and a lack of
coordination between field staffs and thew
failure to estublish a specific goal Be-
tween 1982 and 1983, the agencies’ efforts
to comply with an administration initiative
to 1dentify and sell unneeded federal land
also hindered program progress Finally,
GAO found that some field staffs did
not consider transfers that would result
In the closing of offices or personnel
reducttons and relocations

Open Recommendations to
Agencies

Once the Junisdichional Land Trans-

fer Program has been resumed, the
Secretaries of Agriculture and the Inte-
rior should direct the Chief of the Forest
Service and the Director of BLM to mn-
struct thewr field staffs to adhere to the
rogram guidehines

Target: Department of Agnculture

Recommendation Target Agency

Status: Action not yet imtiated. Action
15 pending until the submittal of the
legislative package to Congress in January
1986

Target: Departruent of the Interior

Status: Action not yet inutiated. Action
is pending until the submittal of the
legislative package to Congress in January
1986.

Once the program has been resumed,
the Secretaries of Agriculture and the
Interior should direct the Chief of the
Forest Service and the Director of BLM 1o
monitor the program's progress to make
sure that the gwdelines are followed.

Target: Department of Agriculture

Status: Action not yet jrutiated. Action
1s pending until the submittal of the
legislative package to Congress in January
1986

Target: Department of the Interior

Status: Action not yet initiated.” Action
15 pending untd the submittal of the
legislative package to Congress in January
1986.

(when more than one target)

Status Comments

Recommendation
Statws
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—

The Honorable Jamie L. Whitten
Chairman, Committee on Appropriations
House of Representatives

The Honorable Mark O. Hatfield
Chairman, Committee on Appropriations
United States Senate

This is our annual report summarizing the findings and
open recommendations resulting from GAO's audits and
other review work in the federal departments and agencies
on which satisfactory legislative or administrative
actions have not yet been completed. To encourage
prompt, responsive action on its recommendations, GAO
systematically follows up on them until some final dis-
position is reached. This report contains information on
a total of 1,272 GAO recommendations which were open as
of November 22, 1985.

The report summaries are arranged by the budget function
categories by which federal funds are appropriated and
identified in the President's budget. Two indexes are
included. The Congressional/Agency Action Index can be
used to identify recommendations requiring action by par-
ticular congressional committees or agencies. The Con-
gressional Index lists the titles of the reports under
the congressional committees of primary interest.

Details on these findings and recommendations can be
found in the individual GAO reports which are cited in
this summary. Although copies of those reports were pre-
viously provided to both the Congress and the agencies
involved, this summary information should be useful to
your committees in reviewing budget requests for fiscal
year 1987, Please contact our Office of Congressional
Relations if you wish us to suggest specific questions to
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be asked in appropriations hearings on the items sum-
marized or if you need additional information about any
of the specific reports.

We are sending copies of this report to the Office of
Management and Budget and the federal departments and
agencies so they may be in a position to answer any
inquiries made on these issues during the appropriations
hearings. Copies are also being provided to other
interested congressional committees.

b, B

Charles A. Bowsher
Comptroller General
of the United States



Administration of Justice

Justice Can Improve Its Contract Review Committee’s
Contribution to Better Contracting

GGD-84-97, 09/28/84

Background

Pursuant to a congressional request, GAO
evaluated how successful the Department
of Justice’s Contract Review Committee
(CRC) has been in conducting preaward
reviews of contracts over $100,000, sole-
source contracts over $50,000, and poten-
tially controversial contracts.

Findings
GAO found that Justice contracting offi-
cials believe that CRC has improved the

Justice contracts which it reviewed and
improved Justice contracting practices.

CRC found deficiencies in 162 of the
307 contracts it reviewed during fiscal
year (FY) 1983, and 93 percent of these
deficiencies were subsequently addressed
by the procuring organization. GAO noted
that the CRC rejection of about 53 per-
cent of the FY 1983 contracts reviewed
showed that, despite its efforts, problems
still exist with Justice's contracting prac-
tices. Further, only 89 percent of the con-
tracts that should have been submitted to
CRC were received. GAO concluded that,
although there is some concern among
contracting officials with CRC operations,
it has generally been an effective tool
for improving agency contract practices.

Open Recommendations to
Agencies

The Attorney General should clarify Jus-
tice's policy to delineate the types of
contracts that should be submitted to
CRC so as to ensure that CRC receives all
contracts it should review. These types of
contracts should include: (1) letter con-
tracts; (2) purchases of various specific
services, such as expert witnesses; (3)
exercise of options; and (4) contracts
with indefinite dollar amounts estimated
to be above the CRC threshold.

Status: Action in process.

Federal Correctional Activities
Presentence Evaluations of Offenders Can Be More
Responsive to the Needs of the Judiciary

GGD-85-14, 04/09/85

Background

In order to report on how presenience
psychiatric evaluations can be improved,
GAO reviewed 157 cases where offenders
were committed to the Federal Prison
System for observation and study and 83
local studies ordered during fiscal year
1981.

Findings

GAO found that the observation and study
process has not been as useful as it could
be because the Judicial Conference of
the United States and the Federal Prison
System have not: (1) established criteria
for the selection of appropriate cases for
observation and study; (2) developed and
disseminated guidance on the types of
questions that experts can be expected
to answer; and (3) established a system

to evaluate whether studies have met
the needs of the district courts. GAO
found that judges did not provide study
objectives and referral questions in 76 of
the 157 cases it examined. In addition,
GAO found that about 78 percent of
all studies ordered in fiscal year 1981
were performed by the Federal Prison
System. GAO also found that the average
cost of Federal Prison System studies
was approximately twice the cost of
local studies, and Federal Prison System
studies took approximately twice as long
to complete. For over 10 years, the
Parole Commission has believed that its
involvement in the studies for youthful
offenders should be terminated. However,
the enactment of the Comprehensive
Crime Control Act should make a number
of changes which should improve the
process.
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Open Recommendations to
Agencies

The Judicial Conference, through the
Administrative Office of the U.S. Courts
and the Federal Judicial Center, and the
Attorney General, through the Federal
Prison System, should form a parinership
to develop criteria for the selection of
cases appropriate for observation and

study.
Target: Department of Justice

Status: Action not yet initiated. Justice
will not act on this recommendation
until the U.S. Sentencing Commission is
established.

Target: Judicial Conference of the
United States

GAQ/OIRM-86-1 Recommendations



Administration of Justice

Status: Action not yet initiated. The
Judicial Conference will not act on this
recommendation until the U.S. Sentencing
Commission is established.

The Judicial Conference, through the
Administrative Office of the U.S. Courts
and the Federal Judicial Center, and the
Attorney General, through the Federal
Prison System, should form a partnership
to develop and disseminate guidance to
district courts on the types of questions
that clinical experts can be expected to
answer.

Target: Department of Justice

Status: Action not yet initiated. Justice
will not act on this recommendation
until the U.S. Sentencing Commission is
established.

Target: Judicial Conference of the
United States

Status: Action not yet initiated. The

Judicial Conference will not act on this
recommendation until the U.S. Sentencing
Commission is established.

The Judicial Conference, through the Ad-
ministrative Office of the U.S. Courts
and the Federal Judicial Center, and the
Attorney General, through the Federal
Prison System, should form a partnership

to establish a system for regular evalua-
tion of whether the studies performed

for the district courts are responsive to
their needs.

Target: Department of Justice

Status: Action not yet initiated. Justice
will not act on this recommendation
until the U.S. Sentencing Commission is
established.

Target: Judicial Conference of the
United States

Status: Action not yet initiated. The
Judicial Conference will not act on this
recommendation until the U.S. Sentencing
Commission is established.

Federal Law Enforcement Activities
U.S. Marshals Can Serve Civil Process and Transport Prisoners

More Efficiently

GGD-82-8, 04/22/82

Background

GAO examined the operations of the
U.S. Marshals Service and evaluated
the Marshals Service's efforts to serve
civil process for private litigants and to
transport federal prisoners between judi-
cial districts.

Findings

Marshals have been required by law to
serve civil process when directed by
the courts. Civil process is served and
fees are charged in accordance with
judicial rules and federal statutes which
are causing the process-serving function
to be uneconomical and inefficient. Rule
4 of the Federal Rules of Civil Procedure
governs the service of process and causes
marshals to be excessively involved with
the performance of this function. It also

restricts the use of an efficient method of
service for summonses and complaints,
certified mail. Although recent changes
have been made to rule 4 to broaden the
range of people with blanket authorization
to serve civil process and the ability of
courts to specifically appoint persons to
serve civil process, these changes have
not had a significant impact. Rule 4

allows the use of certified mail to serve
summonses and complaints to individuals,
business concerns, and unincorporated
associations. However, most states do
not specifically allow the routine use of
certified mail to serve civil summonses
and complaints. GAO found that certified
mail was an effective and efficient method
of service and did not hamper court
operations. In an effort to reduce the cost
of transporting federal prisoners across
federal judicial district boundaries, the
National Prisoner Transportation System
was developed. However, it is not being
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used to its full potential which results
in unnecessary transportation costs and
danger to the public.

Open Recommendations to
Congress

Congress should revise 28 U.S.C. 1921 to
give the Attorney General authority to
periodically revise the fees that marshals
charge for serving civil process for private
litigants in federal court.

Status: Action in process.

Congress should require that the estab-
lished fees provide full recovery of mar-
shals’ actual operating costs to serve

private civil process exclusive of the costs
incurred to serve process for indigents.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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#
Federal Law Enforcement Activities

A Strategy Is Needed To Deal With Peaking Problems at

International Airports

GGD-834, 03/24/83

Background

In response to a congressional request,
GAO examined how rescheduling inter-
national flight arrivals might ease the
problems caused by multiple arrivals
within a short time period and the ef-
fect of multiple arrivals on the federal
inspection process. Assuming no change
in the federal agencies’ staffing levels,
GAO developed a computerized simula-
tion program which attempted to spread
out flight arrivals at the Honolulu Airport
without violating any airport’s curfew and
gave some consideration to travelers’ pref-
erences for arrival and departure times.

Findings

GAO found that, under its alternative
simulated flight arrival schedule, the
average time spent waiting to complete
the airport inspection process could be
reduced by approximately 50 percent.
Over 99 percent of the passengers could
be processed within an hour. Currently,

only 48 percent of the arriving passengers
are processed within that time. The im-
pact of schedule changes on aircraft and
crew utilization and connecting flights is
unknown; however, the analysis indicated
that rescheduling may not need to be
extensive to produce a sharp drop in the

length of time a traveler waits to enter the

country. The need for rescheduling would
also be affected by the extent to which
other alternatives could be used to speed
the entry of travelers. Foreign airports
have successfully rescheduled flights to
reduce airport congestion problems. In
addition, the Federal Aviation Administra-
tion began to use scheduling controls on
a limited basis to keep the air carriers’
landing and departure rights during peak
periods in line with takeoff and landing
capacity at certain congested domestic
airports. GAO found that the landing
rights policies and procedures of the
Customs Service have not been effective
and have come under increasing attack
by the air carriers as being arbitrary and
discriminatory. Customs has considered
several alternative procedures but none
have been adopted.

Open Recommendations to
Agencies

The Secretary of the Treasury, in coopera-
tion with the other federal inspec-

tion agencies, should establish criteria
for identifying the existence of peaking
problems at airports, based primarily on
the number of international travelers that
can be efficiently and timely handled by
the federal inspection system, as currently
configured or potentially enhanced.

Status: Action in process. Estimated
completion date: 12/85

The Secretary of the Treasury should
develop a strategy to deal with the
problems of peaking. Such strategy should
include an assessment of alternatives
including controlling the timing of flight
arrivals if timely entry of travelers cannot
be improved through other alternatives.
Further, the Secretary, in conjunction
with the airlines and other concerned
federal agencies, should reconsider the
procedures for allocating landing rights.

Status: Action in process. Estimated
completion date: 08/86

Federal Law Enforcement Activities
Better Care and Disposal of Seized Cars, Boats, and Planes
Should Save Money and Benefit Law Enforcement

PLRD-83-94, 07/15/83

Background

GAO reported on the government's
storage, care, and use of vehicles, ves-
sels, and aircraft that are seized and
forfeited for transporting controlled sub-
stances and illegal aliens.

Findings

GAQO found that seized conveyances
are normally held by law enforcement
agencies for prolonged periods await-
ing forfeiture to the government, during
which time they receive little care, main-
tenance, or protection. GAO noted that,
when the conveyances are sold, they
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often sell for only a fraction of their ap-
praised value at seizure, largely because
of their poor condition and ineffective
sales practices. Further, if the agencies
acquire the forfeited conveyances for their
official use, they usually have high start-
up and continual repair costs. GAO also
noted that storage problems with seized
property have periodically hindered law

GAO/OIRM-86-1 Recommendations



Administration of Justice

enforcement efforts. GAO concluded that
these problems, if not resolved, will likely
become more extensive as the use of
seizure as a means of fighting crime
increases.

Open Recommendations to
Congress

Congress should enact legislation to: (1)
raise or remove the administrative for-
feiture limit for conveyances transporting
illegal narcotics, other forms of prohibited
merchandise, and illegal aliens; (2) es-
tablish special funds from the proceeds
of forfeited conveyances seized by the
Customs Service, the Drug Enforcement
Administration, and the Immigration and
Naturalization Service to enable these
agencies, in such amounts as provided in
annual congressional appropriations acts,
to adequately inventory, store, protect,
and maintain seized property and to
properly clean, repair, and advertise the
property for increased sales revenue; and
(3) require agencies to report to Congress
the number and value of conveyances that
are retained for use or that are exchanged
or sold to obfain new conveyances so
they can be easily monitored.

Status: Action in process.

Open Recommendations to
Agencies

The Secretary of the Treasury and the
Attorney General should: (1) establish
information systems to measure the ef-
fectiveness of their agencies’ management
of seized property, including forfeiture
timeframes, conveyance values at seizure,
appraisal source, sales return, sales return
as a percent of seizure valuation, storage
and maintenance costs, and incidents
of deterioration, vandalism, and theft;
and (2) institute policies that require
property managers to consider the costs
of property devaluation and lower sales
returns in addition to the direct costs for
security, storage, and maintenance, when
determining the extent and quality of
care to be provided for seized property.

Target: Department of the Treasury

Status: Action in process.

Target: Department of Justice
Status: Action in process.

The Secretary of the Treasury, to reduce
the Customs Service’s lengthy forfeiture
process, should: (1) adopt procedures
for notifying owners that their property
has been seized and requesting that titles
and contracts be submitted with the peti-
tions for return of the property; (2) re-
quire petitioners seeking return of seized
property to state the basis on which
such claims are made, provide available
evidence to support such claims, and
provide proof of ownership or interest
to assist the agency in conducting its
investigations; (3) reduce the timeframes
for petitioners to post claims and for
Customs to investigate petitions; and (4)
reduce the review levels for property
valued over $25,000.

Status: Action in process.

The U.S. Marshals Service should con-

tinue to seek court procedure changes

that will appoint the Customs Service as
the substitute custodian for the property
it seizes to reduce staff time and un-

necessary expenditures and to increase
sales proceeds.

Status: Action in process.

Federal Law Enforcement Activities

Selling Abandoned Merchandise: How the U.S. Customs
Service Could Increase Revenues

GGD-83-79, 09/30/83

Background

GAO evaluated the U.S. Customs Service's
program for the disposal of merchandise
which was abandoned for more than a
year by importers and stored by Customs
in public or private warehouses.

Findings

GAO found that Customs could increase
the net sale proceeds of its auctions

of abandoned merchandise by revising

procedures and strengthening program
controls. A review of five auctions showed

that: (1) a shorter storage period would
have reduced storage expenses and in-
creased net revenues by $71,131 if the
merchandise could have been sold 6

months sooner, or $34,093 if it could
have been sold 9 months sooner; (2)
additional storage costs of $335,870 were
incrred because merchandise was not
removed from storage when the 1l-year
storage period expired because of staff
shortages; and (3) additional duties of
about $8,060 could have been realized if
Customs had better implemented existing
procedures for collecting and disposing
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of proceeds from the sale of bonded
merchandise.

Open Recommendations to
Agencies

The Secretary of the Treasury should draft
and submit legislation to amend section
491(a) of the Tariff Act of 1930, 19 US.C.
1491(a), to reduce the l-year period that
unclaimed imported merchandise must
remain in Customs' custody before it is
considered abandoned by the government.

Status: Action in process.

GAQO/OIRM-86-1 Recommendations
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Federal Law Enforcement Activities

Justice Needs Better Controls Over Payment of Witness Fees

GGD-84-61, 07/12/84

Background

GAO reviewed how three U.S. attorney’s
offices and three U.S. Marshals Service
offices manage the use of and payments
to fact witnesses and to experts who
testify at trials or in nontrial activities.
Findings

GAO found that Department of Justice
policy regarding the approved use of
and payments to fact withesses is not
being followed, and fact witness pay-
ments are being processed and paid by
the U.S. marshals offices without proper
certification. Further, payments to some
expert witnesses are not in compliance
with Justice guidelines. Regarding expert
consultants who assist with nontrial ac-
tivities, no clear Justice guidance exists
to help US. attorneys and marshals in
calculating their compensation.

Open Recommendations to
Agencies

The Attorney General should direct the
Justice Management Division to develop
guidance for US. attorneys and marshals
to use in negotiating fees and making
payments to experts who are used in
nontrial activities.

Status: Action in process.

The Attorney General should emphasize
the need to comply with approval and
payment policies by directing U.S. attor-
ney’s and U.S. marshals offices person-
nel that all fact witness claims must
be properly completed before payments
are made and must include approved
certifying signatures.

Status: Action in process.

The Attorney General should emphasize

the need to comply with approval and

payment policies by directing US. attor-
ney’s and U.S. marshals offices personnel
that departmental approval must be ob-

tained prior to obtaining the services of
expert witnesses.

Status: Action in process. Estimated
completion date: 01/86

The Attorney General should emphasize

the need to comply with approval and

payment policies by directing U.S. attor-
ney’s and U.S. marshals offices personnel
that expert witnesses must be paid only
by the Justice Management Division.

Status: Action in process.

The Attorney General should emphasize
the need to comply with approval and
payment policies by directing U.S. attor-
ney’s and U.S. marshals offices personnel
that fees paid to experts used for nontrial
purposes must be in compliance with
Justice policies once they are promul-
gated.

Status: Action in process.

The Attorney General should require per-
sonnel of the U.S. attorney’s and U.S. mar-
shals offices to make supervisory reviews
of payments to fact witnesses to ensure
they are accurate and coraply with Justice
guidelines.

Status: Action in process.

The Attorney General should require per-
sonnel of the U.S. attorney’s and U.S. mar-
shals offices to routinely notify fact wit-
nesses of their entitlements and provide
each of them a copy of the Justice form
OBD-2 before they make their travel ar-
rangements.

Status: Action in process.

Federal Law Enforcement Activities
Opportunities for Immigration and Naturalization Service To
Improve Cost Recovery and Debt Collection Practices

GGD-84-86, 07/13/84

Background

GAO reviewed selected revenue-
producing activities of the Immigration
and Naturalization Service (INS) to deter-
mine whether INS is recovering the
costs of services provided to identifiable
recipients. GAO also determined how ef-

fective INS has been at collecting debts
owed the government.

Findings
GAO found that, as of September 1983,
INS had delinquent accounts receivable

amounting to more than $118 million.
Although INS recognizes the need to more
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fully recover costs and improve collection
activities and has taken some corrective
actions, it has missed opportunities. INS
can more fully recover costs for certain
services provided to the airlines and for
certain fees related to applications for
immigration benefits. Also, INS can more
effectively and aggressively bill for and
collect debts owed the government.

GAO/OIRM-86-1 Recommendations
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Open Recommendations to
Agencies

The Attorney General should direct the
Commissioner of INS to: (1) review fees
annually and adjust them in accordance
with Office of Management and Budget
requirements; (2) review the adequacy
of the $25 maximum charge for private
aircraft and vessel inspection and, if ap-
propriate, propose legislation to increase
it; and (8) work with the Executive Office
for Immigration Review on implementing
proposed fees for appeals.

Status: Action in process.

The Attorney General should direct the
Commissioner of INS to establish controls
to ensure that debts owed the government

are promptly identified, recorded, and
billed.

Status: Action in process.

The Attorney General should direct the
Commissioner of INS to establish debt
ceilings and a system to track debt
levels and bond coverage nationwide, by
company, to ensure that bond amounts
are adequate to cover the total potential
loss from company default.

Status: Action in process.

The Attorney General should direct the
Commissioner of INS to require that
bonds from airlines cover liquidated
damages as well as fines.

Status: Action in process.

The Attorney General should direct the
Commissioner of INS to demand pay-
ment from surety companies for breached
immigration bonds and delinquent debts
owed by carriers and, through the Depart-
ment of the Treasury, pursue decertifi-
cation of surety companies that fail to
pay.

Status: Action in process.

The Attorney General should direct the
Executive Office for Immigration Review
to work with INS in implementing
proposed fees for appeals.

Status: Action in process.

Federal Litigative and Judicial Activities
Inconsistencies in Administration of the Criminal Justice Act

GGD-83-18, 02/08/83

Background

GAO reviewed the implementation of the
Criminal Justice Act to determine the
adequacy of the guidelines and directives
provided to the district courts for im-
plementing the act, the consistency with
which the act is being implemented, and
the adequacy of financial controls over
funds provided by the act.

Findings

The act enables the government to
provide legal representation for defen-
dants in federal criminal cases who are
not financially able to obtain represen-
tation. The government provides for this
legal representation either through a
federally employed public defender, a
community defender organization, or a
private court-appointed attorney. In the
absence of clear guidance from the Judi-
cial Conference, each judicial district

and often individual judges have had to
devise their own policies for administer-
ing the act. As a result, there is no
assurance that defendants are receiving
adequate representation, and determina-
tions of defendants’ financial ability to
reimburse for attorneys’ fees are incon-
sistent. Further, GAO found a wide range
of criteria used for selecting attorneys
to represent criminal defendants. Many
convicted defendants who were not re-
quired to reimburse the government for
legal expenses were in a similar or bet-
ter financial condition than those con-
victed defendants ordered to reimburse.
To date, the Judicial Conference has not:
provided the district courts with specific
guidance concerning the reimbursement
of panel attorneys fees by defendants;
ensured that panel attorneys adhere to
guidelines requiring them to submit well
documented claims for compensation; or
ensured that the most efficient system
for disbursing grant funds to community
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defender organizations is used. The Judi-
cial Conference has legislation pending in
Congress that would increase the max-
imum attorney fee levels and provide

it the authority to establish maximum
hourly attorney fee rates.

Open Recommendations to
Congress

To eliminate the inconsistent interpreta-
tion regarding the legality of making
reimbursements a condition of probation
and to enhance the collection of reim-
bursements from convicted defendants,
Congress should amend the Probation
Act to specifically allow reimbursements,
when the court has determined that a
defendant has the ability to repay couwrt-
appointed counsel, to be made a condi-
tion of probation.

Status: Action not yet initiated.

GAQ/OIRM-86-1 Recommendations
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Federal Litigative and Judicial Activities
Greater Oversight and Guidance of Bankruptcy Process

Needed

GGD-84-55, 08/21/84

Background

GAO reviewed the activities of bankruptcy
trustees in eight judicial districts to deter-
mine whether the interests of debtors and

creditors are being protected during the
administration of cases under chapters 7
and 13 of the Bankruptcy Reform Act.
Chapter 7 of the act provides for the
liquidation of a debtor’s nonexempt as-
sets; chapter 13 provides a debtor with
the opportunity to retain his assets and
repay his creditors over a set period of
time.

Findings

In the chapter 7 cases reviewed, GAO
found that: (1) liquidated assets were fre-
quently deposited in non-interest-bearing
accounts for several months; (2) some

trustees who were appointed by the court

to act as their own attorneys were being
paid attorney fees for performing trustee
duties; and (3) the minimum dollar limits
used to determine whether to liquidate
or abandon assets varied widely among
trustees. GAO found that chapter 13 trus-
tees, in four of the eight courts visited,
improperly claimed and received compen-
sation and expenses above the 10-percent
ceiling set by the act. GAO believes that,
if the judiciary and the Department of
Justice would monitor trustee activities

more closely and provide detailed pro-
cedural guidance to bankruptcy trustees,
debtors and creditors could more fully
realize the benefits of the bankruptcy

process.

Open Recommendations to
Agencies

The Attorney General and the Director,
Administrative Office of the U.S. Courts,
should require trustees to invest estate
funds to reduce the cost of estate ad-
ministration and provide the maximum
return to creditors.

Target: Department of Justice
Status: Action in process.

Target: Administrative Office of the
United States Courts

Status: Action in process.

The Attorney General and the Director,
Administrative Office of the U.S. Courts,
should instruct trustees that, if they act
as their own attorneys, they will not be
reimbursed for attorney fees when they
perform trustee duties.

Target: Departinent of Justice
Status: Action in process.

Target: Administrative Office of the
United States Courts
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Status: Action in process.

The Attorney General and the Direc-
tor, Administrative Office of the U.S.
Courts, should require U.S. trustees and
estate administrators to scrutinize the
trustees’ billing statements and to advise
bankruptcy judges of the appropriateness
of the services rendered.

Target: Department of Justice
Status: Action in process.

Target: Administrative Office of the
United States Courts

Status: Action in process.

The Attorney General and the Director,
Administrative Office of the U.S. Courts,
should require US. trustees and estate
administrators to closely monitor chapter
13 trustees’ annual financial reports to
ensure that trustees are not exceeding
the maximum compensation and expense
levels. In addition, monitoring activities
should be supplemented by having the
internal audit staffs of Justice and the
judiciary review the financial activities of
bankruptcy trustees.

Target: Administrative Office of the
United States Courts

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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The Role of Marketing Orders in Establishing and Maintaining
Orderly Marketing Conditions

RCED-85-67, 07/31/85

Background

GAO reviewed 9 marketing orders that
cover 11 agricultural commodities to:
(1) address controversies surrounding the
marketing order program and the effect
of each individual type of marketing
order tool on commodity supplies; (2)
determine emerging trends in the use
of marketing orders; and (3) assess the
Agricultural Marketing Service’s (AMS)
administration of the marketing order
program. Under the program, AMS helps
commodity producers collectively work
out solutions to supply and demand
problems that individual producers are
unable to resolve.

Findings

Critics of marketing orders contend that:
(1) economic efficiency is enhanced when
commodity prices and availability are
determined in competitive markets; and
(2) marketing orders undermine efficiency
by artificially and excessively raising com-
modity prices higher than free market
conditions would allow. Proponents of
marketing orders argue that they reduce

supply imbalances for perishable com-
modities in markets that are volatile if
unregulated. GAO found that: (1) the
marketing orders for hops and spearmint
oil restrict new growers from entering
the marketplace, and the marketing order
for lemons typically results in waste; (2)
while most marketing orders regulate the
entry of products into the market, both
producers and consumers benefit from
the restrictions; (3) controls governing
the quality of commodities encourage
producers to improve products and as-
sure consumers that their products meet
minimum quality standards; (4) for 10
of the 11 commodities studied, competi-
tive forces are sufficient to limit price
increases; and (5) the current trend in
marketing order operations is a shift from
controlling supply to enhancing demand
using a mixture of research, development,
and advertising tools. In addition, GAO
found that: (1) AMS plays a limited role
in industry education; (2) the program
operations manual for marketing orders
has not been updated since 1966 and
does not address the shift to market-
ing orders designed to enhance demand;
and (3) AMS has no criteria to measure
marketing system performance.

Open Recommendations to
Agencies

The Secretary of Agriculture should re-
quire the Administrator of AMS to de-
velop and apply criteria for measuring
the performance of individual market-
ing orders and make the results avail-
able so that Department of Agricul-
ture decisionmakers and other interested
parties can appropriately judge the merits
and shortcomings of marketing orders.

Status: Action in process.

The Secretary of Agriculture should direct
the Administrator of AMS to update and
keep current the operations manual for
marketing orders. The manual should: (1)
incorporate the criteria for measuring the
program’s principal objective of creating
and maintaining orderly marketing; (2)
incorporate legislative and administrative
policy and guideline changes, including
1982 and 1983 marketing order guidelines;
and (3) focus on ways to develop market-
oriented programs that can improve the
quality and variety of available products.

Status: Action in process. Estimated
completion date: 09/86

Internal Control Improvements Needed in Agriculture’s
Miscellaneous Payments System

AFMD-85-66, 09/19/85

Background

GAO reviewed the Department of Agricul-
ture’s (USDA) National Finance Center’s
(NFC) miscellaneous payments system
to assess the: (1) adequacy of inter-

nal controls for ensuring the accuracy
and reliability of payment transaction
processing; and (2) controls for ensur-
ing the system's compliance with Com-
ptroller General requirements pertinent
to payment systeras.
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Findings

GAO found that: (1) key internal control
objectives for the system were not be-
ing met because field agency and NFC
internal control techniques were inade-
quate or not followed; (2) internal con-

GAO/OIRM-86-1 Recommendations
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scope and extent of inspections. GAO
found that, in some ways, regulations
and instructions do not conform with
the system’s revised procedures. GAO
and Food Safety and Inspection Service
(FSIS) officials found that most inspec-
tors cited the need for periodic training
and better communication between in-
spectors from different ports as a way of
standardizing inspections. Despite the ap-
parent improvement in plant conditions,
program changes are needed to better
ensure that products are imported only
from countries and plants meeting U.S.
requirements. Recognizing the need for
increased attention to foreign programs’
regulatory comparability, FSIS is devel-

oping a new systems approach for ap-
proving and monitoring foreign inspec-
tion systems. GAO believes that the new
system should improve FSIS ability to
assess these risks.

Open Recommendations to
Agencies

The Secretary of Agriculture should direct
FSIS to develop criteria for distinguishing
among minor, major, and critical defects
in canned packaged meat products.

Status: Action in process. Estimated
completion date: 12/85

The Secretary of Agriculture should direct
FSIS to develop a more systematic and
objective way of compiling the results of
plant reviews, using a statistically selected
sampling of plants as a basis for apprising
management of the overall effectiveness
of foreign inspection systems in ensur-
ing compliance with U.S. requirements.
Periodic reviews of plants outside the
sample should be made at least annually
for considering such factors as volume
of exports and rejections at U.S. ports.
Plants not exporting to the U.S. should
not be reviewed.

Status: Action in process. Estimated
completion date: 12/86

Agricultural Research and Services
USDA’s Oversight of State Meat and Poultry Inspection

Programs Could Be Strengthened

RCED-84-23, 10/21/83

Background

In response to a congressional request,
GAO reviewed the Department of Agricul-
ture’s (USDA) oversight of state meat and
poultry inspection programs to determine
whether USDA certification procedures
conform to the authorizing legislation
and to evaluate the methods used in
special USDA internal review studies of
state inspection effectiveness. In addition,
GAO summarized the results of USDA
ratings of state-inspected plants to iden-
tify trends and the relative standings of
state programs from 1980 through 1982.

Findings

Federal legislation gives USDA discretion
in determining whether state programs

are equal to the federal program.
GAO believes that USDA certification
procedures are reasonable and consistent
with legislative requirements. However,
GAO identified several ways of making the
certification procedures more effective.
The Food Safety and Inspection Service
(FSIS) has proposed substantial changes
to its state program review guidelines
which, if implemented, would establish
a specific policy regarding frequency
and scope of state-inspected plant fol-
lowup visits. However, GAO believes that
other proposed changes would sirengthen
federal evaluations of state programs. The
basic methods used in an FSIS internal
review to determine how state-inspected
review results compared with the results
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of federally inspected plant review were
sound, but GAO could not determine
whether the results were valid.

Open Recommendations to
Agencies

The Secretary of Agriculture should in-
struct the Administrator, FSIS, to in-
clude this area in all regular reviews of
circuit operations made by the review
and evaluation staff. The Administrator
likewise should include this area in
similar reviews of regional operations
should such reviews be implemented on
a regular basis in the future.

Status: Action in process. Estimated
completion date: 12/85

GAQ/OIRM-86-1 Recommendations
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Agricultural Research and Services
The Department of Agriculture’s Animal Welfare Program

RCED-85-8, 05/16/85

Background

Pursuant to a congressional request, GAO
studied the Department of Agriculture’s

(USDA) activities under the Animal Wel-
fare Act, which authorizes USDA to in-

spect the premises of animal dealers, re-
search facilities, exhibitors, and carriers

to ensure the humane care and treatment
of animals. GAO focused on: (1) training
and guidance given to USDA inspectors;

(2) frequency and scheduling of inspec-

tions; (3) corrective actions that USDA

takes when violations are discovered; (4)
inspection monitoring and statistics; and

(56) allocation of available funding.

Findings
GAO found that: (1) written guidance
for animal inspectors comes from animal

welfare standards in the Code of Federal
Regulations; (2) many of the inspectors
and regional officials interviewed thought
that training was inadequate; (3) the
Animal and Plant Health Inspection Ser-
vice (APHIS), which is responsible for
animal inspections, does not have a for-
mal scheduling system for inspections;
(4) many facilities were not inspected at
all during 1983 because of funding con-
straints and inadequate staff resources;
and (5) while APHIS offices generally
complied with policies governing timely
corrective actions, there were instances
where APHIS did not reinspect violators
or failed to properly process corrective
actions. GAO also found that: (1) while
APHIS has delegated inspection quality
assurance functions to its area offices, it
has not specified a system or procedure
for carrying out such functions; (2) in-

spection statistics compiled by APHIS
for management activities and its annual
report were not consistent with statistics
maintained by its area offices; and (3)
the way in which APHIS allocated funds
to area offices for inspections led to a
wide variance in inspection frequencies
among area offices.

Open Recommendations to
Congress

If Congress decides to continue funding
the animal welfare program, it should con-
sider requiring the Secretary of Agricul-
ture to recover more of the cost of the
program from licensees, taking into ac-
count what the impact of any increases
might be on them.

Status: Action not yet initiated.

Farm Income Stabilization

Changes Are Needed To Assure Accurate and Valid Wheat

Deficiency Payments

RCED-83-50, 03/29/83

Background

GAO reviewed the Department of Agricul-
ture’s (USDA) system for making defi-
ciency payments to wheat farmers. These
payments are designed to supplement
eligible wheat farmers’ income in the
years when wheat prices are low.

Findings

Farmers participating in the wheat crop
program receive deficiency payments

from USDA based on the difference be-
tween a target price and the lower na-
tional average market price of wheat.

GAO believes that changes are necessary
to ensure that accurate and valid pay-

ments are being made. Under the current
system, overpayments or underpayments
to farmers could be caused by: (1) inac-
curate data which are used to establish
the national average market price; (2)
procedures used to determine production
for the purpose of computing program
payment amounts which overstate far-
mers’ actual production; and (3) the im-
precise method being used to calculate
yields for farmers submitting evidence of
actual production.

Open Recommendations to
Agencies

The Secretary of Agriculture should direct
the Administrator of the Agricultural
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Stabilization and Conservation Service
(ASCS) to: (1) develop an acceptable
adjustment for the deficiency payment
program that properly accounts for the
unharvested acreage on which payments
are made; and (2) conduct a comprehen-
sive analysis of the crop yield distribu-
tions to determine the extent to which
program yields are inadequately assigned
and develop crop yield frequency dis-
tributions for counties or similar areas
to assist county committees in assigning
yields to individual farms.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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trol weaknesses significantly increased
the vulnerability of the system to trans-
action data errors and unauthorized pay-
ment transactions; and (3) transaction
data errors could undermine the system's
effectiveness in complying with Com-
ptroller General standards for accuracy in
processing and financial reporting. GAO
also found that: (1) control improvements
were needed at the field-certifying-officer
level to ensure the accuracy of system
transaction data; (2) improvements were
needed in NFC data entry activities to
ensure the accuracy of data processed;
(3) NFC needs to discontinue bypassing
a system designed to ensure proper re-
porting; (4) NFC needs to increase the
scope of its payment transaction audits to
better ensure that errors not detected are
identified; (5) NFC needs to better con-
trol sensitive codes used by the system

to assist in ensuring that only authorized
transactions are processed; and (6) in-
ternal procedures need to be updated for
the payments system.

Open Recommendations to
Agencies

The Secretary of Agriculture should in-
struct the Assistant Secretary for Ad-
ministration to direct the Office of
Finance and Management Director to
establish a procedure for periodically
analyzing reasons for system edit rejec-
tions by source so that appropriate ac-
tions to obtain improvements can be
injtiated.

Status: Action in process.

The Secretary of Agriculture should in-
struct the Assistant Secretary for Ad-
ministration to direct the Office of
Finance and Management Director to in-
crease the number of essential miscel-
laneous payments system data fields for
which rekeying is performed by data
entry clerks to ensure accuracy, at least
on a selective transaction basis.

Status: Action in process.

The Secretary of Agriculture should in-
struct the Assistant Secretary for Ad-
ministration to direct the Office of
Finance and Management Director to re-
quire that audits of miscellaneous pay-
ment vouchers include verification of
critical transaction data fields to field
supporting documentation.

Status: Action in process.

Agricultural Research and Services
Progress Made in Federal Human Nutrition Research Planning
and Coordination; Some Improvements Needed

CED-82-56, 05/21/82

Background

In response to a congressional request,
GAO reported on the planning and coor-
dination of federally supported human
nutrition research.

Findings

Considerable progress has been made
within and among federal human nutrition
research departments and agencies since
Congress called for improved coordina-
tion in the Food and Agriculture Act of
1977. The Office of Science and Technol-
ogy Policy (OSTP) has been a major con-
tributor to, and a catalyst for, improved
coordination of nutrition research and has
set the groundwork for developing an im-
proved federal coordinated nutrition re-
search planning system. The Department
of Agriculture (USDA) and the Depart-
ment of Health and Human Services
have established nutrition coordinators

and policy and coordination groups to
deal with crosscutting nutrition issues.
GAO believes that these coordination ef-
forts should be continued and maintained
as some of the federal departments reor-
ganize or revise their nutrition research
programs. Coordination within USDA is
critically needed because of the recent
decentralization of its nutrition informa-
tion functions from its nufrition research
functions. Nutrition research departments
and agencies need to more clearly plan
their research efforts with others through
a federal nutrition research plan. An OSTP
report on human nutrition research is a
first step toward developing such a plan,
but the six areas discussed in the report
should be developed and expanded into
a single research plan which would in-
clude an assessment of needs, priorities,
and strategies. Existing agency nutrition
research plans are either too narrow in
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scope or are missing certain key planning
components.

Open Recommendations to
Agencies

The Director of OSTP should direct the
OSTP Joint Subcommittee on Human
Nutrition Research to develop a federal
nutrition research plan by updating and
expanding its December 1980 report on
federally supported human nutrition re-
search. In updating the report, the Sub-
committee and the federal depariments
and agencies should work together to
develop specific goals, objectives, and
strategies and to identify the respon-
sibilities of the federal departments and
agencies and the required resources and
timeframes to accomplish the research
goals.

Status: Action in process. Estimated
completion date: 01/86

GAO/OIRM-86-1 Recommendations
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Agricultural Research and Services
Federal Regulation of Meat and Poultry Products—Increased
Consumer Protection and Efficiencies Needed

RCED-83-68, 06/04/83

Background

GAOQ reviewed the Department of Agricul-
ture’s (USDA) Food Safety and Inspection
Service's (FSIS) regulation of processed
meat and poultry products. The review
was made to determine whether: (1)
standards have been developed to help
ensure consumers of the uniformity and
consistency of products; (2) products
are properly labeled; and (3) sampling
procedures are efficient and effective.

Findings

Products made with mechanically
separated meat (MSM) and poultry (MSP)
contain some pulverized bone, bone
marrow, and certain potentially harmful
minerals. Consequently, to protect the
public, FSIS established specific standards
and labeling requirements on MSM. Al-
though a USDA study has shown that
similar health and safety problems exist
for MSP, FSIS has not established specific
requirements for these products. Because
MSM is different from hand-separated
meat in that it contains higher amounts
of calcium and cholesterol, FSIS estab-
lished product standards and labeling re-
quirements to prevent MSM products with

misleading labels from being sold to con-
sumers. However, similar action has not
been taken to protect consumers from
products produced with MSP. In a related
issue, FSIS has also established standards
on the maximum fat and added water
that cooked meat sausage products can
contain to ensure the products’ nutritional
quality, but similar standards on cooked
poultry sausage products have not been
established. To ensure product compli-
ance, FSIS took three types of samples on
processed meat products; however, GAQO
believes that changes could be made in
each type of sample to improve efficiency
and consumer protection.

Open Recommendations to
Agencies

The Secretary of Agriculture should direct
the Administrator, FSIS, to establish
specific standards on MSP and labeling
requirements on products made with MSP,
as has been done for MSM and products
made with MSM.

Status: Action in process. Estimated
completion date: 07/86

The Secretary of Agriculture should direct
the Administrator, FSIS, to establish stan-
dards on the maximum fat and added
water that cooked poultry and sausages
can contain, and appropriate sampling
procedures to measure compliance with
the standards.

Status: Action in process. Estimated
completion date: 07/86

The Secretary of Agriculture should direct
the Administrator, FSIS, to reduce verifi-
cation sampling at plants with partial
quality control systems that have good
histories of compliance and reduce split
sampling at plants that have accredited
laboratories with good histories of com-
pliance.

Status: Action in process. Estimated
completion date: 03/86

The Secretary of Agriculture should direct
the Administrator, FSIS, to enforce its
procedures on investigating and resolv-
ing major discrepancies on split-sample
results between FSIS field laboratories
and the accredited laboratories.

Status: Action in process. Estimated
completion date: 03/86

Agricultural Research and Services
Improved Management of Import Meat Inspection Program

Needed

RCED-83-81, 06/15/83

Background

GAO reviewed the Department of Agricul-
ture’s administration of its import meat
and poultry inspection program.

Findings

GAO found that, at the 10 highest volume
ports where variances in the quantities of
meat rejected ranged from 0.1 to 1.5 per-
cent, procedures for controlling, sampling,
and inspecting meat products differed be-
cause of: (1) regulations and instructions
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which were generally outdated, unclear,
and inconsistent; (2) a lack of adequate
supervision and training of inspection

personnel; and (3) workload imbalance.
The Automated Import Information Sys-
tem compiles inspection-result histories
for countries and foreign plants. These
histories are the basis for assigning the

GAO/OIRM-86-1 Recommendations
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Farm Income Stabilization

Improved Administration of Special Surplus Dairy Product
Distribution Program Needed

RCED-84-58, 03/14/84

Background

In response to a congressional request,
GAQO reviewed the Department of Agricul-
ture's (USDA) program for distributing
surplus dairy products to the needy.
Specifically, GAO was asked to deter-
mine whether program administration
adequately ensured that products were
provided only to the needy and to de-
velop estimates on the extent to which
donated products displaced commercial
sales.

Findings

GAQ believes that the absence of national
program guidelines on key issues, such
as the target population to be served
and controls to ensure that participants
are eligible, contributed to widely vary-
ing programs among the states and, in

some cases, among localities. GAO found
that: (1) three of the eight states studied

had not established any needs tests for
program participants; (2) distribution fre-
quencies and quantities of products made
available to participants varied; (3) con-
trols over the distribution of products
were generally inadequate; and (4) un-
til April 1983, when the quantities of
products made available were cut back,
the states were able to order virtually
unlimited amounts of dairy products. As a
result, abuses occurred and displacement
of commercial sales was greater than
necessary. Legislation enacted in Sep-
tember 1983 required the establishment
of program criteria and required USDA
to: (1) provide commodities in quantities
which can be used without waste; (2)
ensure that the commodities provided
do not displace commercial sales; and
(3) minimize the paperwork requirements
imposed on distribution agencies. To the
extent that products given away displace
commercial sales, they increase market

surpluses which USDA is obligated to
purchase under the Dairy Price-Support
Program and increase USDA inventories
of dairy products. GAO estimated that
about 31 percent of the cheese distributed
from December 1981 to April 1983 in
the eight states would have displaced
commercial sales of cheese.

Open Recommendations to
Agencies

The Secretary of Agriculture should direct
the FNS Administrator to ensure that the
final regulations issued by FNS minimize
program abuse by requiring states to de-
velop reasonable program controls. Such
controls should, at a minimum, require
program participants to provide identifi-
cation and evidence of eligibility.

Status: Action in process.

Farm Income Stabilization

More Attention Needed in Key Areas of the Expanded Crop

Insurance Program
RCED-84-65, 03/14/84

Background

GAOQO reviewed actuarial practices of
the Federal Crop Insurance Corporation
(FCIC), the rates at which private sector
companies are compensated for selling
and servicing crop insurance, and the
distribution of gains and losses on crop
insurance sold by private companies and
reinsured by FCIC.

Findings

Congress has expressed concern regard-
ing FCIC progress in implementing the

Federal Crop Insurance Act of 1980, the
effectiveness of program changes when
insurance losses in 1981 and 1982 are

considered, and the annual increases in
FCIC appropriation requests. GAO found
that, following enactment of the legis-

lation, FCIC made substantial progress

in expanding the program and involving
the private sector in selling and servic-
ing crop insurance. However, FCIC did
not give appropriate attention to ensure
that its insurance was actuarially sound,
did not carefully evaluate its actions in-
volving the private sector, nor make a
detailed cost study when it established
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the compensation rates for the private

sector companies’ sales and service ac-
tivities. Under the expanded reinsurance
program, private insurance companies ob-
tain reinsurance coverage from FCIC as
protection against part of the risk of in-
suring crops. Allowed annual revisions to
the standard reinsurance agreement have
resulted in increased costs and risks to
FCIC. GAO noted that FCIC has initiated
numerous actions that should improve

the insurance paperwork submitted by

independent insurance agents and taken
steps to develop a comprehensive quality

GAO/OIRM-86-1 Recommendations
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control program and a plan for an inde-
pendent audit of the reinsured companies.

Open Recommendations to
Agencies

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to moderate any further expansion so
that it will not detract from the actuarial
division’s ability to update the crop in-
surance offers.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to correct any inaccuracies that may be
found in the recently established county
insurance offers of FCIC and, if necessary,
correct its older county insurance offers
that may be inappropriate in light of the
increased risk that may be associated with
implementing the legislative requirements
for higher coverages.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to give increased attention to completing
actuarial reports depicting crop year 1980
and 1981 insurance experiences in order
that the review and updating of the
FCIC crop insurance programs might be
expedited.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to consider the potential for obtaining
actual crop yield data and using such data
to establish homogeneous risk groups
and the proper relationships among each
group’s yields and risk rates.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to evaluate the rates established for com-
pensating the private sector in relation

to the current or expected premium base
and the private sector's costs to provide

such services; the rate structure should, if
warranted, be adjusted to provide reason-
able compensation to the private sector
for its services and, at the same time, be
cost-effective to the federal government.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to moderate further expansion of the
reinsurance program until the operation
of the current program can be evaluated
to ensure that it is cost-effective for
both the government and the insurance
companies.

Status: Action in process.

The Secretary of Agriculture should direct
the FCIC Board of Directors and Manager
to tailor the reinsurance agreements to
each company’s area of operation and
base the gain and loss formula on the
loss experience for the geographic area
in which the company operates.

Status: Action in process.

Farm Income Stabilization

Department of Agriculture’s Acquisition and Distribution of
Commodities for Its 1983 Payment-in-Kind Program

RCED-84-137, 09/25/84

Background

Pursuant to a congressional request, GAO
reviewed the Department of Agriculture’s
(USDA) Payment-in-Kind (PIK) program,
which compensates farmers who with-
hold production of any of five types
of commodities with certain amounts of
the crops they would otherwise have
harvested.

Findings

GAO found that, in 1983, producers idled
about 48 million of the 212 million acres
USDA had expected to be planted in
the five PIK commodities. USDA did not

have enough of four of the commodities
and purchased additional quantities from

producers with outstanding Commodity
Credit Corporation (CCC) loans. Such
producers forfeited a portion of the crops
they had used for loan collateral in return
for forgiveness of their loans and the
right to retain a percentage of the col-
lateral. USDA used competitive bidding
to select bids from the producers who
retained the lowest percentage of their
collateral. GAO also found that, in most
cases, USDA met its PIK obligations by
providing acceptable commodities in a
timely manner. However, USDA could
have spent less money to acquire PIK
commodities from CCC debtors by using
a unit cost approach to bidding. GAO es-
timated that USDA could have saved be-
tween $58 million and $256 million using
a unit cost approach because USDA did
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not consider the varying rates at which
CCC loaned money to producers. In ad-
dition, GAO found that USDA positioned
about 1 percent of the total commodities
exchanged in localities where they were
not needed for the program.

Open Recommendations to
Agencies

Because comparing bids on a unit cost
basis will allow USDA to acquire com-
modities at the lowest cost, the Secretary
of Agriculture should use the unit cost
approach in future acquisitions of com-
modities held as loan collateral.

Status: Action in process.

GAOQ/OIRM-86-1 Recommendations
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Farm Income Stabilization

Effects and Administration of the 1984 Milk Diversion Program

RCED-85-126, 07/29/85

Background

In November 1983, Congress authorized
a temporary milk diversion program to:
(1) stabilize the supply and demand for
milk; and (2) reduce the cost to the
government of dairy price supports. GAO
reviewed the program to: (1) determine
how milk producers decided whether to
participate; (2) estimate the program’s ef-
fect on milk production and government
dairy purchases; and (3) evaluate the
Department of Agriculture’s (USDA) ef-
fectiveness in administering the program.

Findings
GAO found that: (1) the program tended

to attract producers who decreased
production after the selected base period

and not to attract producers who in-
creased production; (2) while program
participants agreed to reduce production
by 9.4 billion pounds during the program,
2.2 billion pounds of the reduction oc-
curred before the program’s inception;
(3) USDA paid a total of $955 million
to program participants, of which $220
million was attributable to the reductions
that occurred before the program’s incep-
tion; and (4) production could increase
from 1 to 3 percent after the program’s
expiration. In addition, GAO found that
USDA has had difficulty administering
the program because: (1) program par-
ticipants can circumvent their agreements
with USDA by selling milk outside nor-
mal marketing channels or crediting other
individuals with milk sales; and (2) cows

certified for slaughter or export under
the program could be resold to non-
participants because dairy cows usually
bear no permanent identifying marks and
tracking them through marketing chan-
nels is impractical.

Open Recommendations to
Congress

If it reestablishes the program, Congress
should select a base period to avoid pay-
ing participants for marketing reductions
made prior to the program.

Status: Action in process.

Farm Income Stabilization

Federal Price Support for Honey Should Be Phased Out

RCED-85-107, 08/19/85

Background

GAQ reviewed the Department of Agricul-
ture's (USDA) mandatory honey price-
support program to: (1) evaluate the
need for the program; (2) determine who
participated in the program; (3) deter-
mine why program costs and govern-
ment inventories were increasing; and (4)
evaluate USDA program administration.

Findings

GAOQO found that bee pollination is critical
to certain seed and fruit crops, and the
crop producers view the cost of pollina-
tion as a cost of production. Producers
feel that the pollination service would still
be cost-effective even if the price rose
as a result of price support reduction or
elimination. However, elimination of the
program would force some beekeepers
out of business. GAO found that com-
paratively few beekeepers participate in

the honey price-support program, and the
participants have forfeited large quantities
of honey to the government under the
loan program. GAO found that the costs
of the program have increased due to
inflation, support prices which are higher
than world market prices for honey, and
the costs of managing honey inventories.
Most of the honey which is forfeited due
to defaulted loans is distributed through
government donation programs. The cost
of managing honey inventories has in-
creased from practically nothing to about
$31 million for the 1980-83 period, and
overall program costs were about $164
million for that period. GAO found that
USDA program administration is not ade-
quate because USDA: (1) did not collect
sufficient wholesale price data or honey
production data for computing the sup-
port price; (2) does not properly ensure
that the producers meet the eligibility
requirements for loans; and (3) does not
perform tests on honey used for loan
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collateral to ensure that the honey is not
imported or adulterated. GAO believes
that the mandatory honey price-support
program is no longer needed.

Open Recommendations to
Congress

Congress should pass legislation to
repeal the mandatory honey price-support
program, 7 U.S.C. 1446(b). If Con-
gress repeals the mandatory program, it
should consider directing the Secretary
of Agriculture to use his existing discre-
tionary authority under 7 US.C. 1447 to
provide price support to honey producers
and to reduce this support incrementally
over a period of time to ensure an or-
derly phaseout of the program and min-
imize the undue adverse impact on the
beekeeping industry.

Status: Action in process.
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Farm Income Stabilization

Overview of the Dairy Surplus Issue—Policy Options for
Congressional Consideration

RCED-85-132, 09/18/85

Background

To assist Congress in its consideration

of various legislative proposals to revise
dairy policies, GAO summarized its work
on dairy-related issues over the last 6

years, discussed the magnitude and na-
ture of the dairy surplus problem, and

analyzed several policy options for deal-
ing with the problem.

Findings

GAO found that government dairy product
purchases and inventories have increased
sharply from 1979 through 1983 and the
Department of Agriculture expects this
trend to continue. In addition, the nation’s
milk consumption has not kept pace
with its ability to produce milk, and the
potential for significant increases in farm
productivity is great due to technological
advances. Therefore, GAO believes that,

unless the government adopts policies
that will reduce economic incentives at-
tracting resources into dairy farming, bur-
densome surpluses of federally purchased
dairy products and high government costs
will likely continue. GAO analyzed nine
policy options and their potential conse-
quences in terms of six specific goals that
could help ensure that an adequate supply
of milk is met in an efficient manner.
The goals related to automatic adjust-
ment of price levels, accommodation of
changes in production costs, maintenance
of production patterns, avoidance of ex-
cessive government costs, program cost
visibility, and market determination of
price and farm income. GAO found that:
(1) the use of a supply-demand adjuster
or a moving-average price would meet
five of these goals; (2) deregulation of
the dairy industry would meet most of
the goals but would result in substan-
tial industry instability; (3) using a dairy

parity index and placing marketing quotas
would not meet three of the goals; and

(4) four other options analyzed would not
meet two of the goals and only partially
meet from one to four other goals.

Open Recommendations to
Congress

To avoid reverting to a parity formula
required by the Agricultural Act of 1949,
which would result in increasing the cur-
rent support price from $11.60 to $1622 a
hundredweight, legislation will be needed
to revise or replace the present dairy
price-support program. In deliberating on
such legislation, Congress may wish to
give consideration to either the supply-
demand adjuster or moving-average price
option.

Status: Action in process.

Import-Export Issues

Transportation of Public Law 480 Commodities—Efforts
Needed To Eliminate Unnecessary Costs

NSIAD-85-74, 06/18/85

Background

GAO assessed the Department of Agricul-
ture’s (USDA) and the Department of
Transportation’s (DOT) Maritime Ad-
ministration’s management of the expen-
diture of U.S. funds for ocean transporta-
tion of agricultural commodities pursuant
to P.L. 480 title 1. This law authorizes
the President to enter into agreements
with friendly countries for the sale of
the commodities under favorable financ-
ing terms. Because the United States
finances the sales, regulations require that
at least 50 percent of the commodities

be transported by privately owned U.S.
flag vessels. GAO reviewed purchase

authorizations exceeding $1 million and
rate calculations for vessels transporting
commodities under these authorizations.

Findings

GAO found significant problems that in-
dicate that USDA may be paying higher
ocean freight differentials than neces-
sary. USDA control over the bidding and
negotiation process for ocean transpor-
tation contracts is inadequate because
foreign countries: (1) use closed bids
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which may be submitted late or are
based on knowledge of submitted bids;
(2) may negotiate with any preferred
vessel owner, which does not ensure
the lowest possible rates; and (3) may
serve as vessel brokers which can lead
to favoritism in rate negotiations. USDA
is responsible for complying with cargo
preference requirements, approving for-
eign vessel selections, and calculating
ocean freight differentials; however, it
does not consistently follow the standard
provision for calculating differentials or
may apply the standard in a manner
that reduces costs to foreign countries

GAO/OIRM-86-1 Recommendations
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at the expense of higher USDA payments.
GAO also found that the Maritime Ad-
ministration does not verify data used
in calculating guideline rates because it
assumes that vessels return to the United
States without cargo. However, evidence
suggests that vessels may carry cargo on
the return voyage, which allows them
the potential to earn excessive profits.
Additionally, the Maritime Administration
has not prepared guidelines for liners
because of the difficulty in separating
revenues; therefore, it does not know
whether transportation rates for liners
represent cost plus a reasonable profit.

Open Recommendations to
Agencies

The Secretary of Agriculture should re-
quire publicly opened transportation of-

fers. The offered transportation rates must ing whether transportation rates for liners

be firm and nonnegotiable, and awards
should be consistent with open, com-
petitive, and responsive bid procedures.
USDA should provide an observer for
transportation bid openings, as it does
for commodity bids.

Status: Action not yet initiated. In its
letter, September 11, 1985, USDA stated
its intentions to implement open freight
tenders, on a trial basis, as soon as the
Maritime Administration has in place a
system for providing guideline rates on
U.S. flag liner vessels.

The Secretary of Transportation should
direct the Maritime Administrator to
devise and institute a method for assess-
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represent cost plus a reasonable profit.
Also, vessel owners should be required
to have their independent accountants
semiannually certify that vessel costs and
operating data are accurate.

Status: Action in process.

The Secretary of Agriculture should issue
regulations requiring certification that
nonliner U.S. flag vessels do not scrap
or carry cargo on a return voyage. The
regulations also should provide that the
guideline rate will be recalculated and the
transportation rate adjusted if a vessel
obtains backhaul cargo or is scrapped
or sold overseas.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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The Treasury Department and Its Bureaus Can Better Plan for
and Control Computer Resources

GGD-82-9, 02/22/82

Background

GAO reviewed the Department of the
Treasury’s and its bureaus’ use of com-
puter resources in achieving their mis-
sions. The objectives of the review were
to: (1) evaluate how effectively these
resources are managed by Treasury and
its bureaus; (2) determine if they could
be better used; and (3) recommend im-
provements where needed.

Findings

Treasury has lacked an effective means
of implementing policies and procedures
for managing computer resources. Con-
gressional concern over a similar lack
of top management oversight of infor-

mation resources in other government

agencies has resulted in the recent pas-
sage of the Paperwork Reduction Act

of 1980. This act, particularly its provi-
sion for designating a senior official

to report directly to the head of the
agency and to be responsible for car-
rying out the act within the agency,
can substantially improve the manage-
ment of computers and other information-
related activities if properly implemented.
Many Treasury bureaus have not estab-
lished a formalized, coordinated system
for forecasting automatic data processing
(ADP) needs sufficiently to allow for the
orderly acquisition of computer resources
to satisfy these requirements. The ab-
sence of top management and user in-
volvement and participation in formulat-
ing longrange computer growth strategy
has resulted in Treasury bureaus having
either too much or too little computer
capacity, excessive costs of operations,
and unmet user needs. Although some
Treasury bureaus have done limited test-
ing and measuring of equipment utiliza-
tion and in some cases have evaluated
performance, these efforts are only part

of an effective performance management
program. Other critical elements, such
as establishing standards and goals, peri-
odically assessing products, and optimiz-
ing software efficiency, have been lacking.

Open Recommendations to
Agencies

The Secretary of the Treasury should limit
the senior official's duties and respon-
sibilities to those required by the Paper-
work Reduction Act to ensure that the
official can devote sufficient time and
attention to enforcing the act, ensure
the independence and objectivity of the
official, and impress upon Treasury and
bureau management the critical impor-
tance of the position.

Status: Action in process.

#

Greater Emphasis on Information Resource Management Is

Needed at the Federal Aviation Administration

RCED-83-60, 11/24/82

Background

In response to a congressional re-
quest, GAO reviewed Federal Avia-
tion Administration (FAA) planning,
management, acquisition and use of
automated data processing (ADP) for per-
sonnel, financial management, accident/
incident/violation reporting and other ad-
ministrative functions.

Findings
FAA has taken steps to improve its ADP
procedures and guidelines for initiating

and approving national hardware and
software development projects. However,
despite these improvements, GAO found
a number of management and techni-
cal problems remaining in these FAA
information-related functions. Despite the
growing complexity and size of FAA
computer hardware and software ac-
quisitions, FAA has not made a com-
prehensive analysis of its overall infor-
mation requirements. FAA is procuring
excessive computer hardware capacity
at the Aeronautical Computer Center
and at its regional offices. In addition,
major software projects are proceeding or
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are being developed without appropriate
management controls. These conditions
prevail because ADP management control
and oversight are dispersed throughout
the agency. Information requirements
planning is conducted on a project-by-
project basis. FAA does not conduct over-
all planning to meet agencywide needs.
Therefore, overlapping or duplicative sys-
tems have not been identified, long-term
planning has been impeded, and evalua-
tion of the overall effectiveness of exist-
ing information systems has been ham-
pered. Furthermore, information require-
ments analyses are not adequately con-
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ducted to support computer acquisitions.
GAO found that, at the secretarial level,
the Department of Transportation could
provide better guidance on acquiring,
managing, operating, and using informa-
tion resources to its subunits, including
FAA.

Open Recommendations to
Agencies

The Secretary of Transportation should
direct FAA to implement standard cost

collection and control procedures for
software projects and establish a con-
trol mechanism to trigger management
reviews of high-cost variances.

Statns: Action not yet initiated. The In-
formation Resource Management Program
Office is responsible for establishing a
systém with related procedures that will
collect cost information on projects and
project results. The system provides for

review and analysis of project data to
identify variances for FAA management.

The Secretary of Transportation should
direct the Assistant Secretary for Ad-
ministration to develop a departmentwide
computer capacity and workload manage-

ment program.

Status: Action in process. Estimated
completion date: 03/86

RN e e ]

Federal Agencies Could Save Time and Money With Better
Computer Software Alternatives

AFMD-83-29, 05/20/83

Background

GAQO undertook a review to identify: (1)
problems federal agencies have in satis-
fying their application software needs;
(2) options available to agencies in ac-
quiring application software; (3) whether
agencies are taking advantage of the most
beneficial options; and (4) recommenda-
tions to help satisfy federal software
needs faster and more economically.

Findings

GAO found a number of methods that
can reduce the costs and delays as-
sociated with custom development of new

software. Currently, application software
needs can be satisfied by: (1) making

new software through software develop-
ment; (2) using generators or problem-
oriented packages; (3) using vendor
software packages; (4) sharing existing
software; and (5) modifying and en-
hancing existing software. GAO found
that no overall process exists to ensure
that federal agencies consider alternative
methods of satisfying software needs. In
the data processing installations which
GAO visited, over 98 percent of the
software inventories had been custom-
developed, which is a long and costly
process. Only about 1 percent of their
applications software was acquired off
the shelf. Many federal and private com-
puter installations have common tasks,
and existing software developed else-
where is available. Despite the general
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lag in federal use of packaged software
and other alternatives, GAO has found
that a few federal agencies have initiated
cost-effective solutions to their software
needs.

Open Recommendations to
Agencies

The heads of federal agencies should in-
stall formal software selection procedures
on how to identify, evaluate, and select
ways of meeting software needs, including
vendor packages and shared software as
well as custom development, and require
that the selection process be documented.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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SSA Data Communications Contracts With Paradyne
Corporation Demonstrate the Need for Improved Management

Controls

IMTEC-84-15, 07/09/84

Background

In response to a congressional request,
GAO reviewed the Social Security Ad-
ministration’s (SSA) two contracts with
the Paradyne Corporation for improving
the agency’s data communications net-
work.

Findings

The SSA terminal replacement con-
tract with Paradyne was the largest

in the agency’s history. The first con-
tract, valued at about $115 million, re-
quired Paradyne to install leased terminals
in SSA offices nationwide for records
management. The second sole-source con-
tract award, valued at more than $25
million, called for Paradyne to enhance
the data transmission capabilities of its
terminals. This contract was terminated
for the convenience of the government.
GAO found that management weaknesses
caused the acquisition of a data com-
munications system that did not begin
to meet contractual performance require-
ments until 2 years after contract award.

Furthermore, the system is still experi-
encing a high equipment failure rate. A
1982 purchase of some leased terminals
and the sole-source award demonstrated
inherent flaws in the systems procurement
management structure of the agency such
as: (1) internal control deficiencies result-
ing from a realignment of the responsible
SSA office; and (2) inadequate oversight
of the procurement by the Department
of Health and Human Services (HHS).
Until corrected, these problems will con-
tinue to threaten the integrity of the
SSA systems procurement process. These
problems will affect a proposed purchase
of the remaining leased Paradyne ter-
minals and an upcoming acquisition of
new terminals.

Open Recommendations to
Agencies

The Secretary of HHS should direct
the Commissioner of Social Security to
provide for greater depth and scope
in technical reviews of automatic data
processing (ADP) and data communica-
tions acquisition proposals by reviewing

the superseded version of Administrative
Directives Systems Guide 200-5 and iden-
tifying, for incorporation into the cur-
rent version, those specific and detailed
proposal review instructions needed to
achieve thorough technical reviews.

Status: Action in process.

The Secretary of HHS should direct the
Commissioner of Social Security to en-
sure that the poor procurement practices
used on the Paradyne acquisitions are
not repeated on the upcoming 17,000-
plus terminal procurement by: (1) closely
reviewing the valid‘ty of the procurement
justification; (2) performing an indepen-
dent, in-depth review of the technical
specifications contained in the pending
solicitation to ensure that they include un-
ambiguous and workload-specific criteria
for measuring vendor equipment perfor-
mance during preaward and acceptance
testing; and (3) using appropriately strin-
gent performance validation techniques
in conducting preaward and acceptance
tests.

Status: Action in process.

OMB Needs To More Fully Consider Government-Wide
Implications in Its Telecommunications Initiatives

IMTEC-84-21, 09/07/84

Background

Pursuant to a congressional request, GAO
determined whether the Office of Manage-
ment and Budget (OMB) has: (1) de-
veloped an overall telecommunications
plan and policy; and (2) conducted
studies, including cost/benefit analyses,

on the impact of the American Telephone
and Telegraph divestiture on government
telecommunications operations. OMB is
planning to permit agencies to acquire
long-distance telecommunications service
independently instead of using the central-
ized Federal Telecommunications System
(FTS). GAO also ascertained the effect
that the OMB initiative would have on
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H.R. 2718 and 8. 2433, proposals to create
an Information Technology (IT) Fund.

Findings

GAO found that, although OMB has
made progress in carrying out its
telecornmunications responsibilities un-
der the Paperwork Reduction Act, it

GAO/OIRM-86-1 Recommendations
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is not placing enough emphasis on the
governmentwide implications of its ac-
tions and the governmentwide issues aris-
ing from the new telecommunications en-
vironment. Regarding the proposed FTS
initiative, GAO believes that OMB may not
be sufficiently considering: (1) the costs
and benefits of the current FTS compared
to a decentralized system; (2) the in-
itiative’s effect on the proposed IT Fund;
and (3) the national security and staffing
implications of a decentralized system.
GAO also noted that the initiative's ef-
fect on the proposed legislation would

make additional funds available to cover
the cost of equipment and services for

the FTS by increasing the General Ser-

vices Administration’s flexibility in raising
capital. GAO concluded that the FTS in-
itiative could result in reduced funding

for the proposed IT fund.

Open Recommendations to
Agencies

The Director, OMB, should direct the
Office of Information and Regulatory

Affairs to delay implementation of
the FTS initiative until guidance and
methodologies are developed to examine
such issues as the cost benefits of a
centralized versus a decentralized system,
various strategies for maximizing federal
response to national emergencies, and
staffing implications of agency-by-agency
telecommunications management versus
a consolidated management system.

Status: Action in process.

m
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Effective Management of Computer Leasing Needed To
Reduce Government Costs

IMTEC-85-3, 03/21/85

Background

GAO reported on its examination of
federal departments’ and agencies’ com-
puter leasing practices.

Findings

GAO found that federal agencies spent
about $1.1 billion to lease automated
data processing (ADP) equipment in fis-
cal year 1983. Among the leases that
GAO analyzed, costs could have been
reduced for up to 90 percent of the
components by employing one or more
of the available refinancing alternatives.
Lease costs can also be reduced by ex-
ercising contract options which change
a straight lease to a lease plan that
would result in ownership. Data process-
ing managers at the civilian and defense
installations GAO visited had not iden-
tified or pursued refinancing alternatives
because they lacked the specific manage-
ment procedures and monetary control
policies essential to such operations. Fur-
ther, agency managers and officials were
generally uninformed about certain alter-
natives. GAO also noted that the General
Services Administration and the Office
of Management and Budget have not
provided agencies the funding support
needed for such unbudgeted purchase
opportunities.

Open Recommendations to
Congress

Congress, when considering future re-
quests to increase the ADP Fund for
opportunity buys, should specify that the
funds be used exclusively for taking ad-
vantage of cost-effective opportunities to
buy equipment.

Status: Action not yet initiated.

Open Recommendations to
Agencies

The Administrator of General Services
should issue regulations requiring all
agencies to: (1) perform routine, peri-
odic analyses of computer leases; (2)
compare the costs of available refinanc-
ing alternatives; and (3) select the most
reasonable, cost-effective alternative.

Status: Action in process.

The heads of federal civilian agencies
with substantial leasing volume should,
to ensure that federal departments and
agencies take maximum practical ad-
vantage of available refinancing alter-
natives, require data processing managers
to conduct a cost-effectiveness analysis of
all existing leases and develop a plan to
employ, where appropriate, the refinanc-
ing alternatives described in this report.
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Status: Action in process.

The Administrator of General Services,
to ensure that the necessary leadership
and governmentwide ADP management
support are forthcoming, should issue
guidelines for agencies in seeking third-
party competition and, specifically, in
transacting sale/leasebacks.

Status: Action in process.

The Administrator of General Services,
to ensure that the necessary leadership
and governmentwide ADP management
support are forthcoming, should identify
and revise, where it will enhance com-
petition and be otherwise appropriate,
those federal contracting practices that
the third-party industry believes act as
major business impediments.

Status: Action in process.

The Administrator of General Services,
to ensure that the necessary leadership
and governmentwide ADP management
support are forthcoming, should institute
controls to ensure that the capital in
the ADP Fund authorized for opportunity
buys is available and used for that
purpose unless it can justify to OMB that
capital reserved for opportunity buys can
be used more effectively for other ADP
Fund programs.
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Status: Action in process.

The heads of federal civilian agencies
with substantial leasing volume should,
to ensure that federal departments and

agencies take maximum practical ad-
vantage of available refinancing alter-
natives, require data processing managers
to correct computer equipment inven-
tory and accounting records and maintain

them accurately to enable the recurring
analysis of computer leases.

Status: Action in process.

Patent and Trademark Office Needs To Better Manage
Automation of Its Trademark Operations

IMTEC-85-8, 04/19/85

Background

GAO reviewed the automation of
trademark operations at the Department
of Commerce Patent and Trademark
Office (PTO), focusing on: (1) system
user requirements; (2) a 1982 trademark
automation cost/benefit analysis; and (3)
contracting practices and procedures for
acquiring the automated trademark sys-
tems.

Findings

GAO found that, in its 1982 Automa-
tion Master Plan, PTO established major
goals for its trademark automation sys-
tem that included improved registration
quality, cost-effectiveness, and reduced
application processing time. PTO acquired
its automatic data processing (ADP) ser-
vices and equipment through monetary
procurements; however, it acquired the
associated data bases through non-
monetary arrangements, called exchange
agreements, with firms that provide
trademark-related services. Management
problems have hindered PTO in reach-
ing its goals, because it did not: (1)
thoroughly analyze or develop the func-
tional requirements for the use of its
three automated systems; (2) adequately
assess the costs and benefits of the
automated systems; (3) properly manage
the three systems; and (4) fully test
the search and retrieval system before
accepting it from the contractor. Al-
though PTO has attempted to correct
some problems through exchange agree-
ment renegotiation, GAO is concerned
that PTO may choose to execute future

exchange agreements without complying

with applicable procurement regulations

and, therefore, evade the procedures de-
signed to ensure maximum competitive-

ness and cost-effectiveness in its procure-
ment actions.

Open Recommendations to
Congress

If PTO does not take steps to implement
the recommendations regarding exchange
agreements, Congress should consider
withdrawing the PTO exchange agreement
authority for ADP resource acquisitions.

Status: Action in process.

Open Recommendations to
Agencies

To help ensure that automation goals
and appropriate procurement practices
are met, the Secretary of Comnerce
should direct the Acting Commissioner
of Patents and Trademarks to reanalyze
thoroughly the cost benefits of PTO
trademark automation activities and en-
sure that any additional expenditures are
justified. This analysis should: (1) include
updated cost information estimated ac-
cording to standard practices; (2) incor-
porate the views of PTO officials; and (3)
include support for the key assumptions.

Status: Action in process.
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To help ensure that automation goals
and appropriate procurement practices
are met, the Secretary of Commerce
should direct the Acting Commissioner
of Patents and Trademarks to review
and, if necessary, revise PTO systems
specifications to ensure that all key re-
quirernents to support the systems' use
by PTO personnel and by the public are
met.

Status: Action in process.

To help ensure that automation goals and
appropriate procurement practices are
met, the Secretary of Commerce should
direct the Acting Commissioner of Patents
and Trademarks to make all reasonable
efforts to expeditiously and economically
acquire unrestricted ownership of the
trademark data bases obtained through
the exchange agreements.

Status: Action in process.

To help ensure that automation goals and
appropriate procurement practices are
met, the Secretary of Commerce should
direct the Acting Corlumissioner of Patents
and Trademarks to establish criteria for
determining when future ADP resource
exchange agreements should be used and
develop procedures to ensure that these
exchanges comply with applicable federal
procurement regulations. Such criteria
and procedures should also require that
PTO thoroughly analyze the value of
future agreements and fully assess their
impacts on PTO and the public.

Status: Action in process.
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To ensure appropriate oversight, the
Secretary of Commerce should review and
approve PTO responses to the recommen-
dations regarding exchange agreements
to ensure that they are properly imple-
mented.

Status: Action in process.

Until he is satisfied that PTO has ap-
propriately reanalyzed the costs and

benefits of the PTO trademark automation
and reviewed the system’s specifications,
the Secretary of Commerce should also
require that any significant procurement
actions regarding trademark automation
efforts, including new procurements as

well as modifications to or renewals of ex-

isting procurements, undergo departmen-
tal review and approval. This should in-
clude exchange agreement procurements.

Status: Action in process.

The Secretary of Commerce should direct
PTO to maintain its manual trademark
system until the capabilities of its
automated systems are at least equal to
the manual system.

Status: Action in process.

a

Social Security Administration’s Progress in Modernizing Its

Computer Operations

IMTEC-85-15, 08/30/85

Background

Pursuant to a congressional request, GAO
reported on the Social Security Ad-
ministration’s (SSA) computer system’s
flexibility to handle legislative changes
promptly and efficiently and its security.
There were also concerns about: (1) a
shift in emphasis and direction in the
SSA Systems Modernization Plan (SMP);
(2) whether the existing system was ade-
quately documented to permit develop-
ment of an improved new system; and (3)
SSA failure to assign personal identifica-
tion numbers to trace particular transac-
tions. In addition, GAO investigated SSA
implementation of the 1099 reporting re-
quirement, which requires issuance of
reports to beneficiaries and to the Inter-
nal Revenue Service on SSA payments
to beneficiaries, as a test of the system’s
legislative flexibility.

Findings

GAO found that: (1) SSA has made signifi-
cant progress in improving its hardware
deficiencies through its acquisition of new
computers and the conversion of its data
files from tape to disk; (2) the goals

of modernizing data communications and
data base management have been delayed;
(8) SSA has not made sufficient progress
in improving its software; (4) the 1099
implementation, although completed on

time, required SSA to create a new sys-
tem and only partially demonstrated im-
provement in its capability to respond
to legislative changes requiring modifica-
tions to existing systems; and (5) the
SSA automated systems remained vul-
nerable to fraud, even though improve-
ments have been made. GAO also found
that there was a significant redirection
in the SSA approach to software im-
provement because: (1) it initiated sys-
tem redesign efforts before completing
software standards and improvements;
and (2) it decided not to fully document
all existing software programs because
of resource limitations and other higher
priority work. GAO believes that this ap-
proach could be risky and could result in
continued inadequate responses to legisla-
tive changes. GAO also believes that SSA
will not achieve the desired legislative
flexibility until effective implementation
of the software program is completed.

Open Recommendations to
Agencies

The Secretary of Health and Human
Services should direct SSA to conduct

a comprehensive risk analysis of the
1985 changes made in the SMP software
engineering program. Such an analysis
should: (1) include a discussion about
how this redirection will improve the SSA
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ability to more timely and efficiently com-
plete the SMP software program; and (2)
address the possible risks associated with
diverting resources away from document-
ing and improving existing systems and
with taking a less structured approach
to software development.

Status: Action in process. Estimated
completion date: 01/86

The Secretary of Health and Human Ser-
vices should direct SSA to implement an
audit trail capability in the cwrrent opera-
tion system that identifies authorizers for
all transactions. Further, the system de-
veloped to meet this requirement should
provide feedback through which transac-
tion authorizers are informed, after trans-
actions have been entered into the sys-
tem, of all transactions attributed to their
personal identification numbers. Finally,
those authorizers should be required to
certify the accuracy of any transactions
attributed to their personal identification
number.

Status: Action not yet initiated.

The Secretary of Health and Human
Services should direct SSA to promptly
report to the Committee: (1) the results
of the SSA risk analysis; and (2) progress
on implementing an audit trail.

Status: Action in process. Estimated
completion date: 01/86
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Social Security Administration’s Computer Systems
Modernization Effort May Not Achieve Planned Objectives

IMTEC-85-16, 09/30/85

Background

Pursuant to a congressional request,
GAO reviewed the Social Security Ad-
ministration’s (SSA) implementation of
the Systems Modernization Plan.

Findings

GAO found that: (1) although SSA had
made some progress in implementing the
plan, it had not fulfilled the plan’s initial
objectives to upgrade existing software;
(2) improvements in three of the four
modernization plan programs increased
system capacity, improved response time,
and enhanced data access; (3) progress
in software engineering was seriously be-
hind schedule; (4) software development
standards were incomplete because of in-
adequate management attention and staff
constraints; and (5) important software
improvement projects have been delayed
or cancelled because software standards
were incomplete. GAO also found that:
(1) SSA shifted its emphasis to building
new systems instead of first developing a
proper software environment and improv-
ing its existing systems; (2) there was no
proper foundation for software redesign
projects without a software upgrade in
place; (3) the current data base architec-
ture concept called for technology beyond
the state of the art and ultimately delayed
the plan's imnplementation; (4) there was
a lack of effective planning, control, and
monitoring of system projects; (5) SSA
did not effectively use some contractor

products which contributed to the con-
tract’s cost increasing from $6 million to
over $22 million; and (6) SSA personnel
resources constraints adversely affected
the software upgrade activities.

Open Recommendations to
Agencies

The Secretary of Health and Human Ser-
vices (HHS) should direct SSA to com-
plete the survival and transition phases
contained in the 1982 plan, adhering to
the phased approach and sequencing of
tasks. Specific attention should be given
to establishing the software engineering
environment proceeding with software
improvement and redesign tasks by: (1)
improving the guidance in its software en-
gineering technology to explain more fully
procedures and standards for improving
and developing systems; (2) implement-
ing a quality-monitoring mechanism to
ensure the Software Engineering Tech-
nology Manual is properly followed; and
(3) performing software improvements
including documentation of existing sys-
tems to define system requirements. These
system requirements should be used to
support the software redesign efforts.

Status: Action not yet initiated.

The Secretary of HHS should direct SSA
to conduct a comprehensive risk analysis
of the data base architecture concept for
the Data Base Integration Program. This
analysis should include: (1) whether the
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current concept represents a state of
the art system; (2) the probability of the
concept’s success and related timeframes
for its completion; and (3) the risks
associated with accomplishing software
system redesign prior to establishing the
data base architecture.

Status: Action in process. Estimated
completion date: 01/86

The Secretary of HHS should direct
SSA to ensure that the task to procure
and implement a nationwide communica-
tions network is coordinated with system
software redesign projects to avoid de-
veloping ineffective software for the Data
Communications Utility Program.

Status: Action not yet initiated.

To improve the overall management of
the modernization plan, the Secretary of
HHS should direct SSA to develop an
action plan for correcting the manage-
ment deficiencies that currently exist in
the plan’s integration efforts. This plan
should address ways to more effectively
monitor and control activities among the
programs within the modernization plan.

Status: Action not yet initiated.

The Secretary of HHS should direct SSA
to report to Congress on the detailed
strategies and plans to the revised sys-
tems modernization approaches and the
results of the data base architecture risk
analysis.

Status: Action not yet initiated.
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Mortgage Credit and Thrift Insurance
Debentures Not Serving Purposes HUD Intended—Legislative
Changes Could Help Increase Effectiveness and Minimize

Interest Costs

RCED-85-38, 03/13/85

Background

GAO evaluated the provisions of the
National Housing Act of 1934 which
authorized the Department of Housing
and Urban Development (HUD) to ac-
cept long-term, low-interest debentures
instead of cash as payment for mortgage
insurance premiums. The review focused
on the impact of redemption of deben-
tures before they reach maturity as pay-
ment for mortgage insurance premiums
and was conducted to help HUD improve
program management and to help Con-
gress decide whether amendments to the
act, with respect to the debentures, are
warranted.

Findings

GAO found that the provisions of the act
which allow the redemption of deben-
tures before maturity could create a need
for increased appropriations, a need for
Treasury borrowing, or the loss of any
HUD opportunity to earn interest on
mortgage insurance premiums paid in
cash rather than in debentures. GAO
found that: (1) about 95 percent of all

debentures redeemed during the 5 years
ending September 30, 1982, were used
to pay mortgage insurance premiums;
(2) debentures were used to pay al-
most 15 percent of the premiums col-
lected during the same period; and (3)
debentures with a 20-year maturity date
are redeemed on the average in about
7 years. Because HUD may not have
reserves available in its insurance funds
at the time debentures are redeemed,
early redemptions can lead to borrowing
from the Treasury, and Treasury borrow-
ing rates have been historically higher
than rates carried by debentures being
redeemed. Consequently, when HUD has
to borrow money at interest rates higher
than the rates on the debentures being
redeemed, higher interest costs are in-
curred. In 1982, HUD proposed that its
authorization bill include a provision to
eliminate the statutory requirement al-
lowing debentures to be redeemed at
face value in exchange for mortgage
insurance premium payments; however,
the legislation was not enacted. Finally,
most mortgage lending institutions which
GAO contacted said that the mortgage

insurance premium redemption feature

provides no particular incentive for in-

vesting in programs which pay in deben-
tures.

Open Recommendations to
Congress

Congress should amend the National
Housing Act to provide the Secretary
of HUD with the authority to redeem
debentures prior to maturity at less than
face value in order to adjust for varia-
tions between debenture interest rates
and Treasury borrowing rates.

Status: Action not yet initiated.

Congress should amend the National
Housing Act to provide the Secretary of
HUD with the authority to reject deben-
tures as payment of mortgage insurance
premiums if debenture owners choose
not to accept less than face value, or
if the Secretary otherwise deems it ap-
propriate.

Status: Action not yet initiated.

X S

Mortgage Credit and Thrift Insurance
The Federal National Mortgage Association in a Changing
Economic Environment

RCED-85-102, 04/15/85

Background

Pursuant to a congressional request, GAO
reported on: (1) how the secondary
market for residential mortgages is chang-
ing and the Federal National Mortgage
Association’s (FNMA) role in that market;
(2) the privileges and constraints that

affect FNMA in its public-purpose role
and its profitability as a shareholder-
owned corporation; (3) the interest rate
and credit risks that FNMA incurs; and
(4) how the Departments of Housing
and Urban Development (HUD) and the
Treasury, as federal regulators, oversee
FNMA activities.
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Findings

In carrying out this review, GAO did
not have legal access to all the informa-
tion needed and had to rely on infor-
mation that FNMA voluntarily provided.
GAO found that two initiatives taken by
FNMA, in 1981, had been successful in

GAO/OIRM-86-1 Recommendations
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producing earnings to partially offset the
negative interest margins experienced in
1981 through 1984: (1) increasing fee
income; and (2) earning money from
the positive interest margin on the large
volume of mortgages purchased. GAO also
found that FNMA probably increased its
exposure to foreclosure when it added
a large volume of loans to its portfolio.
FNMA developed standard mortgage in-
struments and practices and helped create
a national market in residential loans. In
performing this role, FNMA was provided
with a variety of financial supports, but
its business was limited to the residential
secondary mortgage market exclusively.
Treasury authority to purchase FNMA
securities allowed FNMA to receive the
highest private quality rating possible for
its debt and to borrow at interest rates
close to those of the U.S. Treasury. GAO

found that certain benefits declined while
FNMA responded to new market demands
including: (1) the primary and secondary
mortgage market grew; (2) the thrift in-
dustry was deregulated; and (3) other
federal credit agencies became active.
Congress recognized that safeguards, in
terms of HUD and Treasury oversight,
were nheeded to ensure that FNMA would
carry out its public functions and use its
borrowing powers in a responsible way.

Open Recommendations to
Congress

To improve the regulatory, oversight, and
evaluation functions relative to FNMA,
Congress should establish by legislation
a permanent oversight function within
HUD or some other federal regulatory
entity that will monitor FNMA activities,

evaluate how well it performs its public
policy objectives, and periodically report
to Congress on these matters.

Status: Action not yet initiated.

To improve the regulatory, oversight, and
evaluation functions relative to FNMA,

Congress should clarify in legislation the
regulatory role it desires, particularly as
regards aspects of FNMA operations such
as its portfolio operations which expose
the federal government to financial risk.

Status: Action not yet initiated.
Congress should provide GAO with the
authority to audit FNMA financial records

and evaluate its programs with the right
to access all FNMA corporate records.

Status: Action not yet initiated.

Other Advancement of Commerce

FCC Needs To Monitor a Changing International
Telecommunications Market

RCED-83-92, 03/14/83

Background

In response to a congressional request,
GAO examined whether the Federal Com-
munications Commission (FCC) can ef-
fectively monitor and gauge the impact
of recent FCC and congressional actions
designed to increase competition in the
international telecommunications market
by reducing the entry barriers for the
U.S. portion of the market.

Findings
GAO found no general consensus that
these actions would increase competition

in the international market. Further, FCC
does not monitor market development
and cannot measure or gauge the competi-
tive impact of its decisions on the market.
The Coramon Carrier Bureau, respon-
sible for implementing these decisions,
recognizes the importance of monitoring
the industry, but stated that its strained
resources have made it difficult to track

industry development. Therefore, GAO
believes that, unless FCC develops an in-

dustry analysis capability, it cannot ade-
quately measure market competitiveness
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to ensure that its actions are having the
desired market behavior effects.

Open Recommendations to
Agencies

The Chairman, FCC, should direct the
Common Carrier Bureau to: (1) use this
same capability to ensure that intermodal
competition is developing; and (2) allow
it to intervene in facilities authorization
if necessary to correct any imbalance.

Status: Action in process.
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Other Advancement of Commerce
Federal Communications Commission Can Further Improve

Its Licensing Activities

RCED-83-90, 04/26/83

Background

In response to a congressional request,
GAO reviewed the Federal Communica-
tion Commission’s (FCC) processing of
applications for new common carrier,
broadcast, and private radio licenses to
identify changes to make these operations
more efficient and productive.

Findings
As a result of continued technological
improvements and an increasing demand
for communications services, the FCC
application processing workload has in-
creased and is likely to continue to in-
crease. Congress has noted that, while
FCC has tried to improve license process-
ing speeds, it still takes too long to get
a license.

Open Recommendations to
Congress

If Congress determines that competition
in the telecommunications markets has
developed to the extent that market
forces eliminate the need for regulatory
intervention, Congress should amend sec-
tion 309(d) of the Communications Act
of 1934, as it pertains to applications for
new station licenses to require that FCC
not accept petitions to deny based on
allegations of economic injury to exist-
ing licensees as well as other allegations
unrelated to technical interference issues.

Status: Action not yet initiated.

If Congress determines that competition
in telecommunications markets has de-

veloped to the extent that market forces
eliminate the need for regulatory inter-
vention, Congress should repeal the provi-
sions of section 307(b), which requires
FCC to distribute licenses among states
and communities, so as to provide a
fair, efficient, and equitable distribution
of radio service, but which may no longer
be necessary in a competitive market.

Status: Action not yet initiated.

Congress, to overcome the delay caused
by mutually exclusive applications, may
want to consider authorizing FCC to use
a licensing procedure in which a license
would be granted to the first qualified

applicant who applied.

Status: Action not yet initiated.

Other Advancement of Commerce

SEC’s Efforts To Find Lost and Stolen Securities

GGD-8442, 05/18/84

Background

The Securities and Exchange Commis-
sion (SEC) maintains a program to find
securities, such as stocks and bonds, that
financial institutions and their customers
report as lost or missing. GAO reviewed
the SEC program to determine its effec-
tiveness in finding such securities.

Findings

SEC requires financial institutions to
register under the program. Registration
entitles institutions to report lost or
stolen securities and check securities

they receive in commercial transactions.
GAO found that the number of securities
recovered through the program has in-
creased since its inception, but SEC has
not accurately reported the dollar value
of securities actually found through the
program. In addition, SEC has exempted
from the program securities that do
not have industry identification numbers,
and certain securities that were formerly
reported to Federal Reserve Banks are
no longer reported to either the Federal
Reserve or SEC. GAO also found that:
(1) financial institutions are not comply-
ing with reporting requirements under
the program; and (2) SEC has not coor-
dinated its program with the National
Crime Information Center (NCIC), which
also lists lost and stolen securities.
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Open Recommendations to
Agencies

The Chairman, SEC, should, at a min-
imum, notify financial institutions to
comply with the program requirements
that call for dollar values to be specified
for all securities that are reported to the
program.

Status: Action in process.

As an initial step toward improv-
ing the program’s capability to find
lost and stolen securities, the Chair-
man, SEC, should require that lost or
stolen securities formerly required to be
reported to the Federal Reserve Banks
be reported to the SEC program.

Status: Action in process.
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As an initial step toward improving the
program’s capability to find lost and
stolen securities, the Chairman, SEC,
should assess the effect of the under-
reporting of lost and stolen securities
without a securities industry identifica-
tion number and, if warranted, direct the
program operator to assign identification
numbers to these securities.

Status: Action in process.

As an initial step toward improving the
program’s capability to find lost and
stolen securities, the Chairman, SEC,
should develop a pilot program to assess
whether the $10,000 or less transaction

exemption should be continued, weighing
the regulatory compliance burden against
the improvement in securities found for
financial institution customers as well as
the decreased deterrent effects.

Status: Action in process.

The Chairman, SEC, should, in consulta-
tion with the bank regulatory agencies,
concentrate on obtaining improved com-
pliance with lost and stolen securities
regulations by ensuring through ap-
propriate enforcement and administrative
actions that financial institutions become
registered with the program and that
registered institutions report lost and

stolen securities and check the status
of securities received.

Status: Action in process.
The Chairman, SEC, and the Attorney

General should link the SEC and NCIC
lists of lost and stolen securities.

Target: Securities and Exchange Com-
mission

Status: Action in process.
Target:
Status:

Department of Justice

Action in process.

Postal Service

Opportunities To Improve the Postal Ratemaking Process

GGD-84-10, 04/23/84

Background

In response to a congressional request,
GAO reviewed the postal ratemaking
and classification processes to determine
whether opportunities exist to improve
them.

Findings

GAO found that, although the current
ratemaking process can be lengthy, it
works reasonably well. Further, GAO
found that current Postal Rate Commis-
sion (PRC) procedures are appropriate
for resolving mail classification cases.
The ratemaking process provides inter-
ested parties with an opportunity to
participate in the proceedings, devel-
ops an evidentiary record upon which
rate decisions are based, and normally
produces PRC recommendations to the
Board of Governors for new postal rates
within a reasonable time period. However,
if the Board disagrees with a PRC-
recommended decision, the reconsidera-
tion process may become excessively
lengthy since there is no time limit set
by law. Although the US. Postal Service
(USPS), its Board of Governors, and PRC

agree that time taken for reconsidera-
tions can be a problem, they disagree
on the remedies, with PRC favoring a
flexible time limit. Other problem areas
involve cost procedural issues, Board use
of technical assistance, USPS and PRC
reporting requirements, and the consumer
advocate’s role.

Open Recommendations to
Agencies

In order to clarify the roles of the Gover-
nors, USPS, and PRC in the ratemaking
process, the Board should amend its
bylaws to: (1) define the nature and scope
of the Board and USPS participation in
considering postal rate proposals; and (2)
establish the policies and procedures the
Governors will follow when considering
modifications to the PRC recommended
decision.

Status: Action in process.

In order to streamline and clarify the
provision and use of cost data in the rate
consideration process, the Postmaster
General should direct USPS to seek
informal PRC comments on proposed
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changes in cost procedures and special

cost studies as they are being completed.
If this process proves constructive, the

Postmaster General should direct USPS

to request periodic rulemaking proceed-

ings from PRC to formalize the agreed

upon procedures.

Status: Action not yet initiated.
USPS agreed with this recommendation;
however, an action date is not known.

Given the USPS current position, in
order to resolve the current disagree-
ments between PRC and USPS over peri-
odic reporting needs and reporting mile-
stones, the Chairman, PRC, should initiate
a rulemaking proceeding to reconsider
periodic reporting requirements. If the
new periodic reporting requirements are
not complied with, the Chairman, PRC,
should seek specific legislative authority
to enforce realistic periodic reporting re-
quirements.

Status: Action not yet initiated.

PRC agreed with this recommendation;
however, an action date is not known.

GAO/OIRM-86-1 Recommendations



Community ahd Regional Development

Community Development

Increasing HUD Effectiveness Through Improved

Management

RCED-84-9, 01/10/84

Background

GAO evaluated management effectiveness
at the Department of Housing and Urban
Development (HUD) with the intention
of identifying and analyzing management
problems. GAO focused on management’s
performance in: (1) organizing and direct-
ing HUD; (2) planning activities and deter-
mining resource allocations; (3) execut-
ing program delivery; and (4) providing
management control.

Findings

GAO found that HUD has many com-
plex and longstanding problems and that
there is a need to: (1) improve organiza-
tional stability; (2) increase emphasis on,
and accountability for, general manage-
ment functions; and (3) establish con-
tinuity in HUD top management. GAO
believes that HUD reliance on the budget
process to direct and control HUD activity
has not been an effective substitute for
needed management systems. Weaknesses
in the analytical base used to support
the HUD budget and to monitor and
analyze program activity have hampered
analysis and oversight by Congress and
others. Consistent problems have affected
program delivery, and HUD has not fully
addressed the causes of financial manage-
ment problems, including inadequacies in
long range planning and the absence of
a chief financial officer. In addition, HUD
management information systems did not
provide timely and accurate data which
were necessary to establish control over
HUD programs. GAO also found that
accounting systems were not adequately
automated and that many automated ac-
counting systems were obsolete.

Open Recommendations to
Agencies

The Secretary of HUD, for improvement
of program participant monitoring, should
define the objectives of all types of
monitoring and specify realistic expec-
tations for program staff.

Status: Action in process.

To improve staff resources over the long
term, the Secretary of HUD should estab-
lish a staff development program linked
to overall organizational planning, which
will coordinate departmental efforts to
forecast personnel needs.

Status: Action in process.

To improve staff resources over the
long term, the Secretary of HUD should
integrate staff needs assessments with
program implementation plans.

Status: Action in process.

For the short range, the Secretary of
HUD should correct internal control
weaknesses and other financial manage-
ment information system problems iden-
tified during this review by ensuring that:
(1) the single-family premium collection
system and the process for handling cash
receipts and disbursements include ade-
quate internal controls; (2) collections are
placed under immediate accounting con-
trols; (3) sound cash management prac-
tices are followed in handling receipts
and disbursements; and (4) the home
improvement loan collection process is
streamlined as part of the current automa-
tion effort.

Status: Action in process.
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For the long range, the Secretary of HUD
should continue efforts to restore integrity
to the Department’s financial management
information systems by enhancing system
internal controls.

Status: Action in process.

For the long range, the Secretary of HUD
should streamline the processes used to
accomplish accounting functions.

Status: Action in process.

For the long range, the Secretary of HUD
should develop accounting systems which
comply with the principles and standards
established by the Comptroller General.
The objective of this development process
should be to establish accounting systems
capable of providing timely, accurate, and
comprehensive information and serving
as a basis for reporting on the adequacy
of internal controls as required by the
Federal Managers’' Financial Integrity Act
(FIA).

Status: Action in process.

For the long range, the Secretary of HUD
should enhance financial management in-
formation system improvements and fu-
ture automation by establishing a long-
range automated data processing (ADP)
planning and control process.

Status: Action in process.

As part of the longrange ADP planning
and control process, the Secretary of
HUD should ensure that existing and
proposed automated systems are neces-
sary, feasible, and cost-effective, and that
those systems which cannot perform their
intended purpose in a cost-effective man-
ner are discontinued.

Status: Action in process.
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As part of the long-range ADP planning
and control process, the Secretary of
HUD should ensure that user needs

Status: Action in process.

and administrative burdens are adequately As part of the longrange ADP planning

considered during system development.

and control process, the Secretary of

HUD should ensure that efforts to develop
modern automated systems are continued.

Status: Action in process.

Community Development

Insights Into Major Urban Development Action Grant Issues

RCED-84-65, 03/05/84

Background

GAO examined the Urban Development
Action Grant (UDAG) Program, focusing
on: (1) the accuracy of the Department
of Housing and Urban Development’s

(HUD) information on the results of

completed projects; (2) the participation
of small cities in the program; and (3)
the requirements governing monies that
recipient cities can generate by loaning
action grant funds to private developers.

Findings

GAO found that, between January 1978
and November 1983, UDAG funded $3 bil-
lion in grants to distressed communities

for economic revitalization and neigh-
borhood reclamation projects. The HUD

information system, however, did not
provide complete information on program
results realized from the 12 completed
projects reviewed by GAO. GAO also
found that, many of the most economi-
cally distressed small cities did not par-
ticipate in UDAG, because they: (1) were
unfamiliar with the program; (2) had
insufficient city government capacity to
plan a program project; and (3) had
difficulties in obtaining adequate private
sector involvement. In addition, many
recipients have been repayed UDAG loans
by developers before completion of the
intended UDAG projects, but there is
no clear policy on whether cities can
use these early repayments for additional
community and economic development
activities.

Open Recommendations to
Agencies

The Secretary of HUD, to help increase
participation in the UDAG program of
cities with populations below 50,000,
should develop comprehensive UDAG in-
formation materials to help educate small
cities and the private sector about the
program.

Status: Action in process.

The Secretary of HUD should develop
and issue policy guidance defining the
circumstances under which cities should
be able to use early UDAG repayments.

Status: Action in process.

Community Development

Improving Controls Over Rent and Management Fees at
Multifamily Housing Projects

RCED-84-118, 04/11/84

Background

Pursuant to a congressional request, GAO
evaluated the Department of Housing and
Urban Development’s (HUD) procedures
for controlling rents and management
fees at multifamily housing projects.

Findings

As part of its oversight role in hous-
ing programs, HUD reviews and ap-
proves rent and management fee in-

creases for multifamily rental housing
projects. GAO found that inadequate con-

trols were resulting in excessive rents,
higher management fees, and possible
overpayment of HUD subsidies. Three
HUD field offices processed or approved
rent increases without receiving sup-
porting documentation. Approved rents
were overstated by about $510,000 at 17
projects, including overstatements of capi-
tal improvements, commercial income,
expenses associated with providing rent-
free apartments to management person-
nel, and calculation errors. GAO also
found that: (1) capital improvements and
commercial income were overstated be-
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cause HUD personnel did not follow
procedures; (2) cwrent HUD instruc-
tions were unclear regarding the value of
rent-free apartments; (3) in some cases,
there was no evidence that supervisors
reviewed the work of personnel who
processed rent increases; (4) manage-
ment fees were being approved under
different criteria and rationales; and (5)
field offices were not comparing the pay-
ment of management fees with approved
fees. HUD is in the process of developing
new procedures for the review of both
rent increases and management fees.
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Open Recommendations to
Agencies

The Secretary of HUD should finalize and
implement new procedures for improv-
ing controls over rents and management
fees. These procedures should include the
development of more specific guidelines
on the documentation required and the
analysis needed for field offices to process
and approve rent increases.

Status: Action in process. Estimated
completion date: 02/86

The Secretary of HUD should finalize and
implement new procedures for improving
controls over rents and management fees.
These procedures should include clarifi-

cation of guidelines pertaining to the
treatment of rent-free units in evaluating
rent increase requests.

Status: Action in process. Estimated
completion date: 02/86

The Secretary of HUD should finalize and
implement new procedures for improv-
ing controls over rents and management
fees. These procedures should include
the establishment of a uniform method
for approving management fees.

Status: Action in process. Estimated
completion date: 02/86

The Secretary of HUD should finalize and
implement new procedures for improv-

ing controls over rents and management
fees. These procedures should include

clarification of what sources of project
income are permitted in calculating the
basis for the payment of management
fees.

Status: Action in process. Estimated
completion date: 02/86

The Secretary of HUD should finalize and
implement new procedures for improving
controls over rents and management fees.
These procedures should include the de-
velopment of guidelines for supervisory

controls over the rent and management

fee processes.

Status: Action in process. Estimated
completion date: 02/86

Community Development

Opportunities for Public Housing Authorities To Develop and
Acquire Computer-Based Management Information Systems

IMTEC-84-13, 09/28/84

Background

GAO evaluated the practices followed by
public housing authorities (PHA) in ac-
quiring computer-hased management in-
formation systems and the Department of
Housing and Urban Development’s (HUD)
role in coordinating these acquisitions.

Findings
GAO found the present system of allow-
ing PHA to independently develop and

acquire computer-based information sys-
tems has resulted in systems that are

unique and costly. Such systems do not
take advantage of the potential for trans-
ferability and sharing of software applica-
tions that exists among PHA.

Open Recommendations to
Agencies

The Secretary, HUD, to avoid duplicate
and costly development and acquisition
of computerized systems, should provide
central management direction and tech-
nical assistance to PHA for the acquisi-
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tion and development of computer-based
management information systems.

Status: Action in process.

The Secretary, HUD, to improve the
reporting of financial and management
information by PHA to HUD, should
guide and coordinate the development of
compatible automated systems to provide
for the direct interface and linkage of the
PHA and the HUD computer systems.

Status: Action in process.
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Community Development

Stronger Internal Controls Over HUD Single-Family Mortgage
Insurance Programs Would Discourage Fraud

RCED-854, 05/13/85

Background

Pursuant to a congressional request, GAOQ
reviewed the Department of Housing and
Urban Development’s (HUD) home loan
insurance approval procedures under the
single-family mortgage insurance program.
Findings

GAO found that: (1) since 1934,
HUD single-family mortgage insurance
programs have insured about 14 mil-
lion loans, of which about 6 percent
have failed; (2) HUD relies on lenders
to obtain and verify information bear-
ing on loan risks and does not inde-
pendently verify credit information; (3)
weak internal controls may have con-
tributed to the success of a fraudulent
housing scheme in Camden, New Jersey;
and (4) unlike HUD, the Veterans Ad-
ministration (VA) independently verifies
credit information in its mortgage in-
surance programs and attempts to deter-
mine why borrowers default shortly after

loan origination. In addition, GAO found
that HUD: (1) is implementing the Direct
Endorsement Program, which is designed
to simplify and expedite the loan origina-
tion process by granting lenders the
authority to issue HUD insurance com-
mitments without prior HUD approval;
and (2) will monitor direct endorsement
lending to rate lenders’ performance but
will not collect information pertaining
to loan defaults or independently verify
credit information submitted by lenders.

Open Recommendations to
Agencies

The Secretary of Housing and Ur-

ban Development (HUD) should de-
velop a monitoring procedure to identify
mortgages that default within a specified
time after loan origination so that alleged
fraudulent loan practices such as those
being investigated in Camden, New Jer-
sey, are identified and evaluated. As ap-
propriate, modifications should be made

either to the local or national insurance
practices.

Status: Action in process.

HUD should revise its insurance commit-
ment procedures to verify, by sampling,
data submitted by lenders.

Status: Action in process.

HUD should revise its insurance com-
mitment procedures to independently
verify appraisals involving investor-owned
properties if the investor had recently
purchased the property.

Status: Action in process.

HUD should revise its insurance com-
mitment procedures to ensure that VA
property appraisal data are included as
part of the file documentation when HUD
uses it in making the insurance commit-
ments.

Status: Action in process.

Disaster Relief and Insurance

Improved Administration of Federal Public Disaster
Assistance Can Reduce Costs and Increase Effectiveness

CED-82-98, 07/23/82

Background

GAO reviewed the Federal Emer-
gency Management Agency’s (FEMA) ad-
rainistration of funds for public disaster
assistance. The review was made to deter-
raine whether FEMA, which provided over
8700 million in disaster assistance from
1979 through 1981, was consistently and
effectively providing such assistance to
state and local governments.

Findings

Under the Disaster Relief Act of 1974,
public disaster assistance is intended to
supplement resources available to state
and local governments following major
disasters. GAO found that FEMA provided
public disaster assistance to state and lo-
cal governments for certain expenditures
which they had the capability of provid-
ing for themselves. Specifically, state and
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local governments were reimbursed for:
(1) salaries of employees who were tem-
porarily reassigned to assist in disaster
relief efforts, (2) equipment temporarily
diverted to disaster relief work, and (3)
repair and reconstruction of uninsured
public buildings. GAO does not believe
that reimbursing these types of costs is
consistent with the intent of supplemental
assistance. GAO also found that state and
local governments were not treated con-
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Conservation and Land Management

Lands in the Lake Chelan National Recreation Area Should Be
Returned to Private Ownership

CED-81-10, 01/22/81

Background

GAO was requested to examine the land
acquisition and management practices of
the National Park Service (NPS) at Lake
Chelan National Recreation Area. Through
the law which established this area, it was
congressional intent that land acquisition
costs be minimal, that a private com-
munity in the recreation area continue
to exist, that commercial development
not be eliminated, and that additional
compatible development be permitted to
accommodate increased visitor use.

Findings
NPS has not acted in accordance with
congressional intent. NPS has spent mil-

lions of dollars to acquire over half of the
privately owned land in the recreation

area. Moreover, it plans to acquire most
of the area’s remaining privately owned
land. These additional land acquisitions
are planned without a clear definition
of the uses that are incompatible with
the enabling legislation. The acquisitions
are based on the premise that NPS must
acquire the major areas subject to sub-
division to prevent a prospective boom
in recreational homesites. NPS has also
prohibited new private commercial devel-
opment to increase lodging accommoda-
tions and to provide needed restaurant
and grocery services for both residents
and visitors.

Open Recommendations to
Congress

Congress should exempt land acquired
pursuant to P.L. 90-544 from the 2-year

limitation in 16 U.S.C. 4601-22(a). This
would give the last owner(s) the right to
match the highest bid price and reacquire
property sold to NPS.

Status: Action not yet initiated.

Congress should not increase the
statutory land acquisition appropriation
ceiling for the North Cascades National
Park and the Ross Lake and Lake Chelan
National Recreation Area above the $4.5
million already approved until NPS has
defined compatible and incompatible de-
velopment, prepared a land acquisition
plan justifying the need to acquire land
from private owners, and spent the funds
obtained from selling all compatible land
back to private individuals.

Status: Action in process.

[ ]
Conservation and Land Management

Public Rangeland Improvement: A Slow, Costly Process in
Need of Alternate Funding

RCED-83-23, 10/14/82

Background

GAO conducted a review to determine the
status of and progress being made under
the Bureau of Land Management’'s (BLM)
programs for managing and protecting
public rangelands in 16 western states.

Findings

Since 1977, BLM has made some progress
in meeting a congressional mandate to
improve the unsatisfactory conditions of
public rangelands in the western states.
BLM has issued over 20,000 grazing per-
mits or leases to individuals and corpora-
tions who use federal rangelands. Per-
mittees with allotments range from large

ranchers to some with a few animals. Be-
cause BLM has used varying methods over
the years to assess range conditions, the
assessments’ results cannot be directly
compared to show the overall effects of
BLM management actions. Nevertheless,
the assessments indicate that most of the
rangelands are in unsatisfactory condition
and produce less than their potential.
The current BLM method of determining
and classifying range conditions is not
directly related to management objectives.
In addition, field offices use different
methods to gather rangeland trend and
forage consumption data. GAO believes
that more consistency in data gathering
is needed among districts with the same
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rangeland types and with similar resource
conditions and problems. A 1975 court
order has delayed development and im-
plementation of range management plans
until site-specific environmental impact
statements are completed. The decreasing
availability of improvement funds caused
by budget cuts and declining grazing
fees, coupled with the increasing cost
of range improvements will further delay
BLM progress in improving range condi-
tions and productivity.

Open Recommendations to
Congress

Congress should assess alternative fund-
ing sources, such as amending the Public

GAO/OIRM-86-1 Recommendations
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Disaster Relief and Insurance

National Flood Insurance Program: Major Changes Needed if
It Is To Operate Without a Federal Subsidy

RCED-83-53, 01/03/83

Background

Pursuant to a congressional request, GAO
examined: (1) how the Federal Emer-
gency Management Agency (FEMA) es-
tablishes rates for the National Flood
Insurance Program; (2) whether it is pos-
sible to eliminate the federal subsidy and
make the program self-sustaining; and
(3) whether the flood insurance revolv-
ing fund is an appropriate mechanism
for financing the program.

Findings

GAO found that the National Flood In-
surance Program has not collected suffi-
cient premiums to cover the cost of
providing the insurance to about 1.9 mil-
lion policyholders living in flood-prone
areas. To compensate for the inadequate
premium income, the FEMA Federal In-
surance Administration borrowed a to-

tal of $854 million from the Treasury
between 1970 and 1980. Except where

FEMA provides an intentional subsidy,
flood insurance policyholders are required
to pay insurance rates which are set
in accordance with accepted actuarial
principles. FEMA has relied on a com-
bination of models and judgment to set
the insurance rates, and methodological
and data weaknesses in this approach
have produced an overly complex rate
structure that has not generated sufficient
income to cover the costs of providing
insurance or build up a reserve. FEMA
is currently attempting to eliminate the
federal subsidy by fiscal year 1988. When
Congress established the flood insurance
revolving fund, it expected the program to
be run as a joint government-insurance in-
dustry operation. However, after a series
of disagreements in 1978, the govern-
ment terminated the insurance industry’s
involvement and took over the program.

Open Recommendations to
Agencies

The Director of FEMA, to develop a risk
premium rate structure which produces
adequate premium income and is in line
with accepted actuarial principles, should
estimate and establish a catastrophic
reserve.

Status: Action in process. Estimated
completion date: 01/88

The Director of FEMA, to develop a risk
premium rate structure which produces
adequate premium income and is in
line with accepted actuarial principles,
should increase reliance on recent loss
experience in setting rates.

Status: Action in process. Estimated
completion date: 01/88

Disaster Relief and Insurance

Review of FEMA Role in Assisting State and Local
Governments To Develop Hurricane Preparedness Planning

RCED-83-182, 07/07/83

Background

In response to a congressional request,
GAO reviewed the principal federal
programs relating to hurricane prepared-
ness planning and the preparedness ac-
tivities of a number of state and local
governments.

Findings

GAO found that, although the Federal

Emergency Management Agency (FEMA)
is responsible for administering federal

emergency management programs, FEMA

involvement in hwrricane preparedness
assistance has been minimal. FEMA

awarded study grants to states with only
limited coordination with other federal
agencies involved in providing funds
and technical assistance. Further, FEMA
was funding preparedness studies with
little or no assurance that these studies
were feasible or could lead to workable
preparedness plans. GAO noted that, only
recently has FEMA become aware of
these problems, and it has met with
state and local officials to better coor-
dinate ongoing studies. GAO concluded
that, although FEMA has taken positive
steps to improve program direction, the
agency needs to take additional steps

to better ensure that such results are
achieved.
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Open Recommendations to
Agencies

The Director, FEMA, to better ensure
that the FEMA Hurricane Preparedness
Program provides more effective assist-
ance to state and local governments,
should formally review current hwricane
planning efforts to determine the best
methods for developing and implementing
a workable preparedness plan.

Status: Action in process.

GAO/OIRM-86-1 Recommendations



Education, Training, Employment,
and Social Services

Elementary, Secondary, and Vocational Education

Use of the Public Law 94-142 Set-Aside Shows Both the
Flexibility Intended by the Law and the Need for Improved

Reporting

PEMD-85-5, 01/02/85

Background

Pursuant to a congressional request, GAO
examined how states are currently using
funds set aside under P.L. 94142, the
Education for All Handicapped Children
Act of 1975, and analyzed the likely
effect of a shift in the current set-aside
proportion.

Findings

GAO found that most states have allo-
cated the set-aside in a manner that meets
the federal mandates and responds to
state needs. However, GAO believes that
the current process might be modified in
several ways: (1) although most states do
not use their full set-aside allotment, the

Higher Education

proposed legislative reduction of funds
might have a negative effect on the
states that need their allotment; (2) more
specific guidance is needed for states if
financial support is forthcoming for ac-
tivities such as research and development,

child programs, and infant programs; and
(3) the argument for allowing small states

the flexibility of allocating a larger per-

centage of funds should be considered.
Although the set-aside seems to be ef-

fectively reaching the act’s goals, better
financial information on the program is
needed. GAO believes that collecting and
reporting this information would not add
greatly to the states’ or the Department of
Education’s data collection and reporting
burden.

Open Recommendations to
Congress

The Senate Committee on Labor and
Human Resources, Handicapped Subcom-
mittee, should consider the fact that no
national data have been available for
monitoring or evaluating the set-aside
program. The current regulations do not
require the states to report even minimal
information such as the proportion they
retain from their grants and the propor-
tions they use for administration and
direct and support services each year. If
this basic information were available, it
would at least be possible to track trends
in state and local allocations and to deter-
mine, among other things, whether the
states are continuing to make voluntary
reductions in the set-aside.

Status: Action not yet initiated.

Adverse Opinion on the Financial Statements of the Student
Loan Insurance Fund for FY 1980

AFMD-82-52, 07/08/82

Background

As required by the enabling legislation of
the Guaranteed Student Loan Program,
GAO reported to Congress its opinion
on the Student Loan Insurance Fund's
financial statements for the fiscal year
(FY) ended September 30, 1980,

Findings

Since the Fund’s inception, serious ac-
counting and reporting problems have
resulted from inadequate internal con-
trols and noncompliance with generally

accepted accounting principles. Although
GAO has regularly reported these

problems since 1969, Fund management
has done little to correct them. In the
opinion of GAO, the Fund’s financial state-
ments do not fairly present its financial
position at September 30, 1980, or the
results of its operations and the changes
in its financial position for FY 1980. This
adverse opinion was necessary because:
(1) control account balances, represent-
ing 64 percent of the Fund’s assets, could
not be reconciled with computerized sub-
sidiary records; (2) procedures have not
been developed for several accounts,
resulting in material misstatements; (3)
cancelled checks totalling $14 million
were added to the Fund’s cash balance
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without determining whether they had

been recorded when initially issued; (4)
supervisory reviews and other verifica-

tion procedures were frequently ineffec-
tive; and (5) the uncollectible portion of
insurance premiums receivable was not
recorded.

Open Recommendations to
Agencies

The Secretary of Education should direct
the Office of Student Financial Assistance
to: (1) prepare appropriate written ac-

counting procedures; (2) record all cash

GAO/OIRM-86-1 Recommendations
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transactions promptly; (3) analyze the
Fund's collection experience and estab-

based on this experience; (4) properly
train and supervise accounting personnel;

lish an allowance for loss rates which are and (5) consistently verify manual com-

putations when necessary to ensure the
integrity of files and processing.

Status: Action in process.

Higher Education

Review of the Upward Bound Program

HRD-83-19, 03/18/83

Background

GAO was requested to review the Depart-
ment of Education’s special programs
for students from disadvantaged back-
grounds. As part of that review, GAO
evaluated the administration of the Up-
ward Bound Program.

Findings

GAO found that, although Upward Bound
has been in operation since 1965, it is
unclear whether the program is achiev-
ing its intended purpose. At the 12 Up-
ward Bound projects visited, about 50
percent of the participants who entered

the program dropped out before graduat-
ing from high school. Ten of the 12

projects either did not properly measure
the academic improvements made in the
remaining participants’ skill levels or did
not adequately report to Education the
academic skills obtained. In addition,
the projects generally did not assess
the postsecondary performance of par-
ticipants. Because of the lack of data on
academic skills and postsecondary perfor-
mance, neither Education nor the projects
know whether all of the program’s goals
are being achieved.

Open Recommendations to
Agencies

The Secretary of Education should con-
sider project dropout rates, the changes

in participants’ academic skills levels, and
participants’ postsecondary success when
awarding new Upward Bound grants.

Status: Action in process.

The Secretary of Education should require
Upward Bound projects to measure the
academic growth of participants and to
report such growth to Education.

Status: Action in process.

The Secretary of Education should de-
velop a system to obtain accurate data
on participants’ postsecondary success.

Status: Action in process.

Higher Education

Many Proprietary Schools Do Not Comply With Department
of Education’s Pell Grant Program Requirements

HRD-84-17, 08/20/84

Background

In response to a congressional request,
GAO assessed the administration of
the Pell Grant program by proprietary
schools.

Findings

Proprietary schools are usually private,
for-profit vocational schools, and the ob-
jective of the Pell Grant program at
postsecondary proprietary schools is to
help financially needy students get train-
ing to prepare them for employment.
Since the program began in 1973, the
number of recipients has grown over
twelvefold and, during the 1980-1981

school year, proprietary schools received
and administered $278 million in federal
Pell Grant funds. GAO estimated that
school practices which are not in the
best interests of the students and do
not comply with program requirements
are costing the government millions of
dollars. These practices include: (1) the
admission of unqualified students, who
have a greater tendency to drop out of
school before completing their training
than do qualified students; (2) the failure
to establish or enforce academic program
standards; (3) schools’ misrepresenting
themselves to prospective students; and
(4) errors in computing and disbursing
Pell Grant awards and refunds. In its ef-
forts to assess whether schools comply
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with Pell Grant program requirements,

the Department of Education conducts

on-site program reviews at some schools
each year; however, GAO believes that

these reviews are not adequate and are
hampered by the agency’s limited staff
resources.

Open Recommendations to
Agencies

In view of the significantly higher dropout
rate for students admitted on the basis
of the ability-to-benefit criterion, the
Secretary of Education should explore
the feasibility of developing criteria that

GAO/OIRM-86-1 Recommendations
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would provide schools with a better in-
dication that such students have a reason-
able likelihood to complete training. In
developing criteria, the Secretary might
consider, among other things, the charac-
teristics of successful students enrolled
on the basis of ability to benefit, where
determinable. If suitable criteria cannot
be developed, the Secretary should seek
a legislative change to limit admission to
students with a high school diploma or
general education development certificate
and to provide that exceptions to this

requirement be justified in writing and
approved by Education.

Status: Action in process.

The Secretary of Education should re-
quest that the Inspector General (IG):
(1) gather information on why regional
offices reject the audit work and reports
of independent public accountants; and
(2) use the analysis of this information as
a basis for assessing and, when necessary,
increasing the quality and reliability of
public accountant audit work. The overall

result of this effort would be the develop-
ment of better information for Education
to use in monitoring compliance. Such
information, together with Education’s
program reviews and IG audits, should
allow Education to better ensure that
problems such as those noted regard-
ing recruiting practices, adherence to
academic progress standards, and ad-
ministering federal funds are identified
and remedial or other enforcement action
is taken where appropriate.

Status: Action in process.

Higher Education

Pell Grant Validation Imposes Some Costs and Does Not
Greatly Reduce Award Errors: New Strategies Are Needed

PEMD-85-10, 09/27/85

Background

GAO analyzed the Department of
Education’'s efforts to verify data sub-
mitted by applicants to the Pell Grant
program through validation and reported
on the effects of validation on educational
institutions and on student applicants for
financial aid.

Findings

GAO conducted: (1) in-depth case studies
of 12 postsecondary schools represent-
ing the diversity of schools that Pell
Grant recipients attend; and (2) a ran-
dom sampling of the financial aid offices
of 400 other institutions. GAO also sur-
veyed students at three different types of
schools and compared the experiences
of validated and nonvalidated students.
GAO found that: (1) validation increased
from 39 percent of recipients in 1981 to
1982 to 64 percent in 1982 to 1983; (2)
schools were generally positive toward
validation and willing to see it expanded
to other financial aid programs, although
they reported increased costs and award
delays attributable to validation; (3)
validation problems and delays in awards
did not appear to have an effect on most
students’ academic plans, although about
1 percent of them may have had their

plans negatively affected; and (4) sub-
stantial, continuing problems with stu-
dent application and institutional errors
exist despite validation, with overawards
occurring more frequently than under-
awards. GAO also reviewed Education’s
most recent studies of Pell Grant error
and found that its efforts to reduce error
were hindered by: (1) lack of clear pur-
pose and formal goals, with little done to
prevent, as well as detect, error; (2) in-
formation gaps caused by lack of regular
monitoring of error rates at all types of
schools; (3) decisions made under time
constraints, contributing to misinterpreta-
tion of data; (4) fragmentation within the
Office of Student Financial Assistance;
and (5) isolation from other agencies
that deal with award inaccuracies.

Open Recommendations to
Congress

Congress may wish to consider the rates
of Pell Grant error to determine whether
additional guidance to Education would
be helpful.

Status: Action in process.

Congress may wish to consider whether
the evaluative information that is now
available is sufficient for achieving ac-
countability and accuracy in the ad-

ministration of the Pell Grant program.
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Status: Action in process.

Open Recommendations to
Agencies

The Department of Education may wish to
present proposals for legislative change.
However, before taking specific actions,
Education needs goals for accuracy,
diverse strategies clearly linked to the
goals, better data, and internal manage-
ment structures that will apply leadership
to corrective action. A comprehensive ef-
fort might include a more active search
for relevant experience in other agencies
and a greater use of pilot tests of promis-
ing practices without having to experi-
ment on the regular system. In addition,
a comprehensive effort to define goals
and strategies might be made in coopera-
tion with the postsecondary institutions
that now carry the responsibility for day-
to-day administration of the Pell Grant
program.

Status: Action not yet initiated. Educa-
tion is awaiting congressional guidance
before doing anything other than already
planned actions.

GAQ/OIRM-86-1 Recommendations
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The Office of Management and Budget
(OMB) should maintain its oversight of
the Pell Grant program. OMB could also
promote the sharing of promising inter-
nal practices in federal agencies, iden-
tify workable and effective approaches
for institutions carrying out verification
functions for federal programs, and en-

courage the use of joint or substitutable
eligibility in order to reduce the work
required for need analyses and eligibility
reviews wherever possible.

Status: Action in process.

OMB should maintain its oversight of the
program, in future management reviews,

to ensure that OMB concerns and the
issues raised, including the need for
improvements in Pell Grant evaluation
information, are considered and acted
upon.

Status: Action in process.

Other Labor Services

Congress Should Consider Repeal of the Service Contract Act

HRD-834, 01/31/83

Background

GAO reported on the problems and im-
pacts of the Service Contract Act of 1965,
as amended, and its implementing regula-
tions and procedures as administered and
enforced by the Department of Labor.

Findings

GAO found that Labor has been un-
able to administer the Service Contract
Act efficiently and effectively because:
(1) inherent problems exist in its ad-
ministration; (2) wage rates and fringe
benefits set under the act are generally in-
flationary; (3) accurate determinations of
prevailing wage rates and fringe benefits
cannot be made using existing data
sources and the data needed to ac-
curately determine prevailing wage rates

and fringe benefits would be very costly
to develop; and (4) the Fair Labor Stan-
dards Act and administrative procedures
implemented through the federal procure-
ment process could provide a measure
of wage and benefit protection the act
now covers. Pending proposed regulations
would limit Labor's application of the act
while leaving unresolved the major under-
lying problems in accurately developing
prevailing wage rates and fringe benefits.
In addition, ambiguities in the language
of the act have hampered Labor’s ability
to develop accurate wage rates and fringe
benefits for employees. Amendments to
the act further complicated Labor's task
by requiring Labor to issue collectively
bargained wages and benefits in specific
successor contractor situations and give
due consideration to federal employee
wages and benefits in making determina-

tions of the prevailing wages and benefits
in a locality.

Open Recommendations to
Congress

Congress should consider repealing the
Service Contract Act of 1965.

Status: Action not yet initiated.

Congress should consider amending sec-
tion 6(e) of the Fair Labor Standards

Act to ensure continued federal mini-

mum wage coverage for all employees
of employers providing contract services
to the United States or the District of
Columbia.

Status: Action not yet initiated.

Other Labor Services

Interim Report on the Department of Labor’s Management of
the ERISA Enforcement Program

HRD-85-82, 06/24/85

Background

In response to a congressional request,
GAO provided information on its ongoing
review of the Department of Labor's
management of the Employee Retirement
Income Security Act (ERISA) enforcement
program.

Findings

The Office of Pension and Welfare Benefit
Programs (OPWBP) is responsible for en-
forcing the ERISA reporting, disclosure,
and fiduciary provisions. In 1984, OPWBP
reported closing 2,454 cases, and $93
million in assets were recovered or
safeguarded. Despite its accomplishments,
the program for protecting pension plan
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benefits has been criticized over the last
10 years by a number of organizations.
In 1984, a work group reported that
the ERISA enforcement program was un-
able to maintain credibility within the
employee benefit plan community be-
cause there was no assurance that ERISA
violations would be detected and correct-
ed. GAO found that the program has
lacked a consistent long-term strategy,

GAO/OIRM-86-1 Recommendations
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and as a result, there is not adequate
assurance that plans most likely to be in
violation of the act were being selected or
that limited OPWBP resources have been
effectively applied. Three area offices
which GAO reviewed all used different
bases for case selection, and only one
had attempted to evaluate the effective-
ness of its methods. There has also been
a frequent turnover of key program offi-
cials resulting in changes in enforcement
policy, and the small size of the in-
vestigator and auditor staff has enabled
OPWBP to review only 1 percent of the
plans each year. Finally, since 1977, the

training provided for ERISA staff has
been limited and inadequate. Although
Labor has recently taken action to reor-
ganize the enforcement program, certain
longstanding problems still persist.

Open Recommendations to
Agencies

The Secretary of Labor should direct
OPWBP to develop a comprehensive,
long-term enforcement strategy.

Status: Action in process.

The Secretary of Labor should peri-
odically track the progress of the en-
forcement strategy.

Status: Action in process.

The Secretary of Labor should hold key
program managers accountable for adher-
ing to the strategy and producing results
unless changes are adequately justified
and approved.

Status: Action in process.

#

Other Labor Services

The Department of Labor’s Enforcement of the Fair Labor

Standards Act

HRD-85-77, 09/30/85

Background

Pursuant to a congressional request, GAO
reported on: (1) actions taken by Con-
gress and the Department of Labor in
response to recommendations in a pre-
vious GAO report on the Fair Labor Stan-
dards Act (FLSA); and (2) the cumulative
effect of staff reductions and changes in
resource utilization among Labor’s FLSA
compliance officers.

Findings

GAO found that: (1) Labor reasonably
focuses on obtaining civil remedies in
FLSA cases because the Department of

Justice rarely seeks criminal penalties in
such cases; (2) Labor has determined

not to compute unpaid wages for third-
year violations under FLSA because the
statute of limitations mandates a 3-year
recovery period for unpaid wages and
Labor usually takes about a year to
process FLSA cases; (3) Labor is seeking
liquidated damages in FLSA cases more
frequently than in the past; and (4) legisla-
tion that would amend FLSA to eliminate
the liquidated damages provision and
authorize Labor to assess more severe
civil penalties has been introduced in
Congress but never enacted. In addition,
GAO found that: (1) Labor compliance
officers spent 474 staff-years enforcing
FLSA in 1984, compared to 558 staff-
years in 1981, but the percentage of staff
time spent on FLSA has not declined sig-
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nificantly; (2) Labor compliance officers
spend less than 2 percent of their time
working in unrelated program areas; and
(3) the amount of back wages owed
has decreased from $127 million to $107
million since 1981.

Open Recommendations to
Agencies

The Secretary of Labor should direct
the Solicitor of Labor to monitor the
regional solicitors to determine whether
they are seeking liquidated damages in
all appropriate cases.

Status: Action in process.

GAO/QOIRM-86-1 Recommendations
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#

Social Services

A Comprehensive Approach Needed for Further Productivity
Improvements in the Unemployment Insurance Program

HRD-85-8, 10/25/84

Background

GAO reviewed the Department of Labor’s
utilization of resources in its implemen-
tation of the Federal-State Unemployment
Insurance (UI) program.

Findings

GAO found that states administering
the program have achieved significant
productivity increases over the past 20
years, although there is potential for fur-
ther improvement. GAQ noted that there

remain significant differences in produc-
tivity rates among states and offices

within states, much of which are at-
tributable to variations in operating prac-
tices. GAO also noted that productivity
improvement receives some attention
from Labor management, but it is not a
specific management objective and Labor
does not have a comprehensive approach
for achieving productivity improvements.

Open Recommendations to
Agencies

The Secretary of Labor should direct the
Employment and Training Administration
(ETA) to develop a plan for improv-

ing productivity in administering the Ul

program to include: (1) measures of
productivity and unit costs; (2) improve-
ment goals; and (3) a joint approach with
states to identify and disseminate infor-
mation on best management and process-
ing practices to improve productivity.

Status: Action in process.

The Secretary of Labor should direct
ETA to assess the potential benefits and
determine which type of incentives would
be most suitable for encouraging states
to adopt best management practices.

Status: Action in process.

Social Services

The Establishment of Alternative Corporations by Selected
Legal Services Corporation Grant Recipients

HRD-85-51, 08/22/85

Background

Pursuant to a congressional request, GAO
reviewed certain alternative corporations
that were established by three Legal Ser-
vices Corporation (LSC) grant recipients
to determine: (1) how and why the al-
ternative corporations were established;
(2) whether the establishment of the cor-
porations complied with the Legal Ser-
vices Corporation Act and regulations;
and (3) whether the grant recipients and
alternative corporations have maintained
close enough relationships to be con-
sidered single entities for purposes of
compliance with the act.

Findings

GAO found that: (1) the act and regula-
tions do not prohibit grant recipients
from establishing alternative corporations

as long as the funds transferred to the
corporations are used in accordance with

the act; and (2) LSC officials encouraged
grant recipients to develop strategies, in-
cluding the establishment of alternative
corporations, to counter anticipated fund-
ing reductions and restrictions. However,
the recipients established the corpora-
tions for different reasons to: (1) comply
with the act’s fund balance policy to en-
sure that the funds would remain in the
state and not be recaptured or result in
future deductions; (2) comply with the
act’s requirement that recipients involve
private attorneys in delivering legal assist-
ance; (3) reduce potential restrictions on
recipient activities and the use of private
funds; and (4) reduce future expenses in
anticipation of funding cuts. GAO found
that grant recipients and subrecipients in
Texas and Connecticut maintained such
close relationships that a true separation
of the corporations did not exist but, in
Maine, they operated independently and
complied with regulations. GAO believes
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that LSC is justified in considering the two
corporations as one, where the grantee
and the subgrantee have so close an
identity of interests, under its authority
with the act to ensure that recipients
comply with the act.

Open Recommendations to
Agencies

Beginning with the fiscal year end-
ing September 30, 1985, the President,
LSC, should consider the Texas Rural
Legal Aid’s and the Texas Rural Legal
Foundation’s combined funds balance as
a single fund balance and apply the
procedures in the LSC fund balance
regulation.

Status: Action not yet initiated. LSC

agreed with this recommendation and is
considering how to implement it.
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Training and Employment

An Assessment of Random Audit—A New Department of

Labor Pro
Insurance

HRD-84-26, 03/30/84

am To Improve the Accuracy of Unemployment
enefit Payments

Background

GAQO assessed the Department of Labor's
random audit program which was initiated
to improve the accuracy of benefit pay-
ments under the unemployment insurance
system.

Findings

In each participating state, a random
sample of about eight unemployment in-
surance payments is selected for detailed
weekly investigations and this provides
the basis for estimating the extent,
type, and cause of overpayments. GAO
believes that the program is concep-
tually sound and should, if properly im-
plemented, provide needed information.
However, comparisons between states
may not be meaningful, statistically reli-
able projections of a national overpay-
ment rate cannot be made until all states
have implemented the random audit, not

all unemployment insurance claims are
covered by the random audit, and over-
payment rates tend to be understated.
The results of the random audit program
have generally confirmed that high over-
payment rates exist. The principal iden-
tified cause for these overpayments is
that claimants are not actively seeking
work. In addition, there are limitations in
the states’ systems for detecting, preven-
ting, and recovering overpayments. GAQ
believes that overpayments can be greatly
reduced if Labor and the states effectively
use the random audit information. In
several states, the program is contribut-
ing to improved claims processing and
overpayment control. However, others
have not made substantial changes to
improve their programs, principally be-
cause of Labor’s initial passive role in
seeking corrective actions. Concern ex-
ists as to whether the federal monitoring
of the program in each state should be
strengthened and whether the program
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should be expanded to include additional
types of unemployment insurance claims.

Open Recommendations to
Agencies

The Secretary of Labor should direct the
Assistant Secretary for Employment and
Training to determine the adequacy of

federal efforts to monitor the implemen-
tation of the random audit.

Status: Action in process.

The Secretary of Labor should direct the
Assistant Secretary for Employment and
Training to determine and evaluate al-
ternatives for assessing the extent, type,
and cause of overpayments in extended
benefits and federal supplemental com-
pensation claims.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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Emergency Energy Preparedness
Additional Improvements Needed in Logistics Support for the
Strategic Petroleum Reserve

RCED-84-12, 04/13/84

Background

GAO reviewed the Department of Ener-
gy's (DOE) efforts to develop an in-
tegrated logistics support system for
the Strategic Petroleum Reserve (SPR)
storage locations. The review was made
as part of a comprehensive effort to
evaluate DOE performance in developing,
filling, and maintaining the SPR.

Findings

During initial planning and construction
of the SPR, emphasis was placed upon
meeting oil storage goals as quickly as
possible rather than developing a logis-
tics support system, which resulted in
difficulties in acquiring spare parts and
replacing defective equipment at storage
locations. DOE initiated logistics support
planning, with the intention of making
its operations and maintenance contrac-
tor responsible for this work, but the
scope of the contract work was not clear
and the contractor used support planning
funds for other activities. In 1982, DOE
hired a new contractor and redefined the
logistics support planning responsibilities
more clearly; however, the new contrac-
tor's progress has been slower than ex-
pected, and DOE due dates for various

segments of the system have been consis-
tently missed. As of September 1983, the
contractor had not developed the system’s
data base for operating and maintenance
histories and, without the complete data
base, the system cannot accurately es-
timate spare parts requirements. Despite
the slow progress, GAO found that DOE
has paid performance incentive bonuses
to contractors for logistics support work
as well as for other tasks. In addition, the
actual development cost of the logistics
support planning system is uncertain be-
cause DOE has not been able to track the
costs incurred by some of its contractors.

Open Recommendations to
Agencies

The Secretary of Energy should instruct
the SPR Project Manager to more closely
monitor contractor activities to ensure
that logistics support activities at the
Big Hill site are properly completed and
implemented in a timely manner.

Status: Action in process.
The Secretary of Energy should instruct
the SPR Project Manager to more closely

monitor contractor activities to ensure
that equipment and spare parts acquired
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for the Big Hill site are standardized to
the maximum extent possible.

Status: Action in process.

The Secretary of Energy should instruct
the SPR Project Manager to take ap-
propriate steps to determine the optimum
level of SPR spare and repair parts inven-
tories and warehousing facilities based on
operational experience and design specifi-
cations.

Status: Action in process.

The Secretary of Energy should instruct
the SPR Project Manager to develop a
cost-tracking system that clearly identifies
costs being expended in the development
and operation of the SPR integrated
logistics support system.

Status: Action in process.

The Secretary of Energy should instruct
the SPR Project Manager to structure
the contract award fee plans in future
contracts so that: (1) award fees are
not paid for less than satisfactory per-
formance and (2) award fee payments are
clearly linked to the contractor’s actual
achieverment in meeting stated objectives.

Status: Action in process.

GAO/OIRM-86-1 Recommendations
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Emergency Energy Preparedness

Evaluation of the Department of Energy’s Plan To Sell Oil
From the Strategic Petroleum Reserve

RCED-85-80, 06/05/85

Background

Pursuant to a congressional request, GAO
reviewed the Department of Energy's
(DOE) plan for selling oil from the
Strategic Petroleum Reserve (SPR) to
analyze: (1) the plan’s potential effects on
world oil prices; (2) the issues affecting
who would get SPR oil under this plan;
and (3) how the plan compares with
alternative sales mechanisms.

Findings

GAO found that the plan’s market ap-
proach would probably limit oil price
increases in a severe supply disruption
and allow broad participation in the sale.
However, there were potential problems
identified with oil distribution under the
plan. DOE, in taking a market approach

to the distribution, plans to award SPR
sales contracts to the highest bidders who
would be considered eligible buyers. This
would allow any foreign country to buy

the oil and does not limit the amount that

a single buyer could purchase at a given
sale. GAO also examined two alternative
sales methods of interest to Congress: (1)
the continuous sale of options to buy SPR
oil in advance of an oil emergency; and
(2) allocation of SPR oil at government-
set prices. Most industry representatives
opposed the sale of SPR options because
of their concerns about the length of time
during which options could be exercised
and who should be eligible to buy the
options. GAO found that uncompetitive
allocation of SPR oil would entail ad-
ministrative difficulties that would under-
mine its intended benefits since it would
be difficult to develop criteria for fair
distribution.

Open Recommendations to
Congress

Because DOE comments did not respond
to a prior recommendation that the
Secretary of Energy reexamine his posi-
tion on several issues and report to
Congress, GAO believes that the cog-
nizant committees of Congress should
pursue these issues with DOE through
hearings or in other ways that they may
deem appropriate. Specifically, the fol-
lowing issues should be pursued: (1)
restricting certain foreign purchases of
SPR oil; (2) restricting the purchase of
SPR oil by brokers and traders; (3) plac-
ing an upper limit on the amount of oil
that a buyer can purchase at a given sale;
and (4) authorizing a two-pool method
of selling SPR oil to assist independent
refiners.

Status: Action not yet initiated.

Emergency Energy Preparedness
More Assurance Is Needed That Strategic Petroleum Reserve
Oil Can Be Withdrawn as Designed

RCED-85-104, 09/27/85

Background

Pursuant to a congressional request, GAQ
conducted a review to determine whether
the Department of Energy (DOE) will
be able to withdraw Strategic Petroleum
Reserve (SPR) oil at the designed rate
and sustain that rate over time. DOE has
been implementing a three-phase plan to
develop a 750-million barrel SPR at six
sites in Louisiana and Texas, of which
483.5-million barrels were in storage.

Findings

GAO found that DOE is continuing to
develop additional storage capacity at
three of the sites and is using a process
known as leaching to remove salt deposits
at another site. While the SPR was de-
signed so that oil could be withdrawn at
any time, DOE has established specific
withdrawal rates to be achieved at the
completion of each phase. Operational
and technical problems exist in pipelines
and pumping equipment that may affect
the ability to achieve the designed draw-
down rate and, although marine growth
and debris have reduced the amount
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of water available to force oil out of
storage, DOE has not determined the
impact of this. DOE contractor reports
state that there is a high degree of cor-
rosion in one major oil pipeline and
uncertainty about the quality of some of
the buried piping's ability to hold up un-
der the pressure required for drawdown.
DOE has been aware of maintenance,
support, and repair problems but has
been slow in initiating corrective actions.
DOE used a computer model to simulate
SPR capabilities for an extended draw-
down; however, because of the opera-
tional problems and delays in corrective
actions, GAO believes that reliance on the

GAO/OIRM-86-1 Recommendations
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computer, which assumes ide operating
conditions, is questionable. Although tests
showed that oil can be withdrawn from
the sites, the test duration was not long
enough to adequately assess equipment

reliability.

Open Recommendations to
Agencies

To ensure that the SPR system has the
capability to provide a readily available
supply of oil, the Secretary of Energy
should direct the Manager, Oak Ridge
Operations Office, to conduct further tests
of the SPR that allow an assessment of its
capability to meet design drawdown goals
while recognizing the trade-off between
cost and the level of assurance gained.

Status: Action not yet initiated. DOE
has not yet responded to this recommen-
dation.

To ensure that the SPR system has
the capability to provide a readily avail-
able supply of oil, the Secretary of
Energy should direct the Manager, Oak
Ridge Operations Office, to ensure that
measures are taken at all sites to:
(1) assess the ability of pipelines/piping
to withstand drawdown-related pressure
levels; and (2) protect the pipelines/piping
systems from future restrictions and/or
corrosion.

Status: Action not yet initiated. DOE
has not yet responded to this recommen-
dation.

To ensure that the SPR system has the
capability to provide a readily available
supply of oil, the Secretary of Energy
should direct the Manager, Oak Ridge
Operations Office, to test the raw water
systems to ensure that drawdown is not
limited by inadequate water supplies, after

making the planned modifications to the
Bryan Mound and West Hackberry raw
water lines and the intake channel at

Bryan Mound.

Status: Action not yet initiated. DOE
has not yet responded to this recommen-
dation.

To ensure that the SPR system has the
capability to provide a readily available
supply of oil, the Secretary of Energy
should direct the Manager, Oak Ridge
Operations Office to ensure that ongo-
ing work on the logistics support and
automated control systems is satisfac-
torily completed and that the systems
function as designed.

Status: Action not yet initiated. DOE
has not yet responded to this recommen-
dation.

Energy Conservation

Millions Can Be Saved Through Better Energy Management in

Federal Hospitals

HRD-82-77, 09/01/82

Background

GAO discussed the potential of federal
hospitals to reduce energy consump-
tion and costs through improved energy
management.

Findings

GAO found a potential for additional
energy savings at the 19 hospitals it
visited. Furthermore, they had not im-
plemented many low-cost conservation
measures, which include reducing hot-
water temperature, installing water-flow
restrictors, repairing duct insulation, and
installing low-wattage fluorescent lighting.
GAO identified conservation opportunities
at several hospitals which would drasti-
cally reduce their annual energy costs,
and many of the energy savings measures
would pay for themselves in less than
a year. Conservation measures used
by nonfederal institutions can be im-
plemented while keeping lighting, tem-
perature, humidity, and airflow within

prescribed agency standards and without
otherwise affecting patient safety or com-
fort. Most nonfederal hospitals have ag-
gressive energy saving programs which
have resulted in savings around the 20- to
40-percent range. Comparable savings by
federal hospitals have not been achieved,
primarily because of weaknesses in
their energy management programs. GAO
believes that federal hospitals, in order to
achieve savings of 20 to 40 percent, would
have to finance conservation measures
costing about two to three times their
estimated annual savings. The more costly
measures should result in savings that
would recover the required investment
in 3 years or less, with additional sav-
ings continuing throughout the life of the
equipment or building.

Open Recommendations to
Agencies

The Secretary of Defense should require
that the Secretaries of the Army and the
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Air Force: (1) conduct technical audits
in federal hospitals using qualified energy
personnel; (2) establish for each federal
hospital quantifiable energy conservation
goals based on its energy-saving potential;
(3) direct federal hospitals to maintain
data and report on their energy use;
(4) provide their hospitals comprehen-
sive information on low-cost conserva-
tion measures applicable to hospitals; (5)
direct federal hospitals to implement cost-
effective, low-cost conservation measures;
(6) monitor the results of energy-saving
efforts in federal hospitals and take ac-
tion to ensure that feasible conserva-
tion measures are implemented when
these results are not satisfactory; and
(7) reset hospitals’ energy conservation
goals based on results of technical audits
or when formerly established goals have
been reached and cost-effective measures
still remain.

Status: Action in process. Estimated
completion date: 03/90

GAO/OIRM-86-1 Recommendations



Energy

The Secretary of Defense should re-
quire that the Secretary of the Navy:
(1) conduct technical audits in federal
hospitals using qualified energy per-
sonnel; (2) establish for each federal
hospital quantifiable energy conservation
goals based on its energy-saving poten-
tial; (3) provide its hospitals comprehen-
sive information on low-cost conserva-
tion measures applicable to hospitals; (4)
direct federal hospitals to implement cost-
effective, low-cost conservation measures;
(6) monitor the results of energy-saving
efforts in federal hospitals and take ac-
tion to ensure that feasible conserva-
tion measures are implemented when
these results are not satisfactory; and
(6) reset hospitals’ energy conservation
goals based on results of technical audits
or when formerly established goals have
been reached and cost-effective measures
still remain.

Status: Action in process. Estimated
completion date: 03/90

The Secretary of Health and Human Ser-
vices should require that the Indian Health
Service: (1) establish for each federal
hospital quantifiable energy conservation
goals based on its energy-saving poten-
tial; (2) direct federal hospitals to main-
tain data and report on their energy
use; (3) provide its hospitals comprehen-
sive information on low-cost conserva-
tion measures applicable to hospitals; (4)
direct federal hospitals to implement cost-
effective, low-cost conservation measures;
(5) monitor the results of energy-saving
efforts in federal hospitals and take ac-
tion to ensure that feasible conserva-
tion measures are implemented when
these results are not satisfactory; and
(6) reset hospitals’ energy conservation
goals based on results of technical audits
or when formerly established goals have

been reached and cost-effective measures
still remain.

Status: Action in process. Estimated
completion date: 04/86

The Administrator of Veterans Affairs
should: (1) conduct technical audits in
federal hospitals using qualified energy
personnel; (2) direct federal hospitals to
implement cost-effective, low-cost conser-
vation measures; (3) monitor the results
of energy-saving efforts in federal hospi-
tals and take action to ensure that feasible
conservation measures are implemented
when these results are not satisfactory;
and (4) reset hospitals’ energy conserva-
tion goals based on results of technical
audits or when formerly established goals
have been reached and cost-effective
measures still remain.

Status: Action in process. Estimated
completion date: 04/86

Energy Conservation

Economic Uses of the National Wildlife Refuge System
Unlikely To Increase Significantly

RCED-84:108, 06/15/84

Background

Pursuant to a congressional request, GAO
reviewed the Department of the Interior’s
plans to expand the economic and public
uses of lands included in the National
Wildlife Refuge System (NWRS), focusing
on: (1) how expansion decisions were
reached and whether data provided by
individual refuges were considered in
Interior’s plans; (2) plans to increase oil
and gas development on NWRS lands;
and (3) policies of Interior's Fish and
Wildlife Service (FWS) for granting access
to and use of public lands.

Findings
GAO found that FWS initiated two sur-
veys of refuge managers to identify poten-

tial expansion of uses for NWRS lands.
FWS projected a potential increase of

$2 million from expansion of economic
activities, exclusive of oil and gas devel-
opment. However, many refuge managers
believed that such increases were unlikely
to be realized because of limited demand
for products that could be produced on
NWRS lands. GAO believes that these
concerns are valid because of the low
quality and small volume of products and
the remote locations of many refuges.
GAO also found that, although mitiga-
tion of potential damage to wildlife from
oil and gas development is important,
FWS has insufficient information as to
the extent of oil and gas activities on
NWRS lands to assess the impacts of
current or increased development. In ad-
dition, FWS has not provided guidance
to refuge managers on how oil and gas
operations should be conducted. Recent
congressional action has delayed plans to
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expand oil and gas activities on NWRS
lands. GAO also found that FWS has no
specific regulations on access to NWRS
lands; some refuges allow access without
permits while others do not. In addition,
FWS is not: (1) consistently charging
fees for access and other use permits;
or (2) ensuring that revenues that are
collected are deposited in the proper
Treasury accounts.

Open Recommendations to
Agencies

The Secretary of the Interior should issue
regulations concerning the conduct of oil
and gas operations, especially seismic
surveys, on NWRS lands.

Status: Action in process.
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Energy Information, Policy, and Regulation
Cleaning Up Nuclear Facilities: An Aggressive and Unified
Federal Program Is Needed

EMD-8240, 05/25/82

Background

GAO conducted a review to deterrine
the status of federal efforts and activities
to correct decommissioning problems
identified in a prior report. In addi-
tion to following up on the implementa-
tion of the recommendations for correct-
ing these problems, GAO also evaluated
how effectively the Nuclear Regulatory
Commission’'s (NRC), the Department
of Energy’s (DOE), the Department of
Defense’s (DOD), and the Environmental
Protection Agency's (EPA) decommission-
ing and standard-setting programs were
functioning. The review was made as part
of a continuing effort to identify issues
in the nuclear area, which will provide
public health and safety through better
federal program administration.

Findings

Nuclear facilities and sites which require
or eventually will require cleanup or other
disposition can be tracked, evaluated,
and recorded for follow-up action if
needed. In the past, nuclear facilities and
sites were abandoned or decommissioned
without adequate documentation of their
radiological status or even a record

of their existence. As a result, federal
agencies are uncertain about the location
or status of some facilities and sites that
may be in need of decommissioning. NRC,
DOE, DOD, and EPA are attempting to
locate and evaluate the hazards at old,
inactive sites. Despite the problems that
inadequate recordkeeping systems have
caused federal agencies, only DOE is
revising its current recordkeeping system
to provide sufficient information on the
location and radiological condition of its
current and future nuclear facilities and
sites. Federal decommissioning programs
have not sufficiently considered and in-
corporated decommissioning needs dur-
ing the facility planning and design phase.
DOE and NRC are making some progress
in developing comprehensive decommis-
sioning policies which include many of
the necessary provisions. DOD has not
initiated action to develop a comprehen-
sive decommissioning policy. Standards
prescribing acceptable levels of residual
radioactive contamination for decommis-
sioned nuclear facilities are not expected
to be available until mid-1986. EPA is
responsible for setting these standards,
but has not done so because it considers
their development a low priority.
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Open Recommendations to
Congress

Congress, as part of its oversight and
budgetary review responsibilities, may
wish to closely evaluate the overall
priorities of DOE and work with DOE
in revising these priorities to provide a
consistent flow of funding for cleaning
up the inactive facilities.

Status: Action not yet initiated.

Congress should designate NRC as the
lead federal agency for developing and
monitoring the implementation of a na-
tional policy for the decommissioning of
nuclear facilities and sites, ensuring that
DOE and DOD provide assistance and
input to NRC in developing this policy.

Status: Action not yet initiated.

Open Recommendations to
Agencies

The Secretary of Defense should establish
a decommissioning program that specifies
criteria for selecting tentative decommis-
sioning methods during the facility plan-
ning phase and criteria for design features
to be incorporated in facility planning.

Status: Action in process.
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Energy Information, Policy, and Regulation
Need To Revise Eligibility Criterion for One Natural Gas Price

Category and Eliminate Backlog in Refund Control Work

RCED-83-3, 08/18/83

Background

GAO conducted a follow-on review to
assess the accuracy of natural gas well
determinations for Natural Gas Policy Act
incentive-priced categories to determine
whether: (1) prices received by producers
and ultimately paid by consumers are
in agreement with the prices prescribed
by the act; and (2) procedures are
sufficient for making accurate pricing
determinations.

Findings

Most of the wells which GAO reviewed
were correctly categorized under the act’s
and the Federal Energy Regulatory Com-
mission’s (FERC) implementing criteria.
However, FERC criteria for certain
natural gas stripper wells do not meet act
requirements. FERC interpretations allow
wells which subsequently begin earning

a higher return to retain their qualifica-
tion for this higher price category. The
act allows only natural gas which is not
produced in conjunction with crude oil to
receive stripper prices because revenues
from crude oil production would obviate
the need for incentive prices for the low
volume of natural gas produced. Conse-
quently, consumers are charged higher
prices for this natural gas. FERC has
developed a huge backlog in its program
to detect and require refunds of over-
charges in various categories by natural
gas producers because: (1) the staff is un-
able to keep current with cases received;
and (2) a surge of cases was created
by closing a loophole in regulations. Al-
though FERC has taken some measures
to expedite case processing, it has not
been able to process fund reports and
cases in a timely manner. This backlog
and the associated processing timelag
may allow overcharges to increase, and

the eventual refunds may not reach the
consumers who paid the charges. The
backlog may also present difficulties in
effecting an orderly completion of the
compliance program when price controls

end.

Open Recommendations to

Agencies

FERC should take timely and aggressive
action to identify the actual size and

type of backlog work and the procedural
or staffing problems causing the backlog
in the refund control program and use

this information to eliminate the backlog

of refund reports and cases and keep
caseload processing current through the
end of Natural Gas Policy Act price
controls.

Status: Action in process.

Energy Information, Policy, and Regulation
The Energy Information Administration Needs To Strengthen
Its Computer Systems Development Procedures

RCED-84-42, 01/03/84

Background

GAO reviewed Energy Information Ad-
ministration (EIA) procedures for de-
veloping automated information systems,
focusing on the application of those
procedures to the development of an
automated hydropower billing system for
the Federal Energy Regulatory Commis-
sion (FERC). EIA regularly provides com-
puter systems development services for
other Department of Energy components.

Findings

GAO found that EIA did not have
procedures for ensuring that systems de-
velopment work was properly planned,
reviewed, and tested. EIA did not ensure
that a contractor's work was based on
a study of the needs of potential system
users and did not control changes to
the system requested by FERC after the
system design was agreed upon. GAO
believes that, while new systems devel-
opment standards issued by EIA will al-
leviate some identified problems, further
improvements can be made.
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Open Recommendations to
Agencies

EIA should develop and implement
specific procedures requiring that: (1)

a user-needs analysis be performed for
systems development projects; and (2) an
appropriate management level, depend-
ing on the cost of the projects, con-
ducts reviews when significant changes
are made to the designs of the systems, at
the end of each major development phase,
and when planned costs or timeframes are
exceeded or other significant problems
are encountered.

Status: Action in process.
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Energy Information, Policy, and Regulation
FERC Can Improve Its Operational Performance by
Broadening and Deepening Current Management Efforts

AFMD-84-8, 01/30/84

Background

GAO examined the overall operational
performance of the Federal Energy
Regulatory Commission (FERC) to as-
sess its management of operational per-
formance and to identify opportunities for
improvement. Operational performance is
measured by timeliness, productivity, and
quality of work and is a key indicator of
management’s effectiveness in using its
resources to accomplish its workload.

Findings
Although FERC operational performance

has improved since 1980, GAO found
the need for further improvement in

the areas of productivity and quality.
Increases in productivity were signifi-
cantly less than in previous years and
were more moderate than improvements
in timeliness. Despite overall gains in
productivity, many organizational subdivi-
sions experienced declines. GAO was un-
able to evaluate the quality of work
because FERC has not developed any
evaluation criteria but GAO feels that
this performance attribute requires at-
tention to improve overall operational
performance. FERC improved its timeli-
ness by initiating specific improvement
projects and emphasizing the importance
of timeliness to all levels of management
through techniques such as developing

measures, setting goals, and developing
a system of accountability.

Open Recommendations to
Agencies

The Executive Director, FERC, should
develop objective measures for quality.
A first step in the process should be

to review the 54 FERC activities and

identify those that could be measured
for quality. Also, in this development

process, FERC should review similar

organizations’ experiences in developing
and using quality measures.

Status: Action in process.

—
Energy Information, Policy, and Regulation
Performance Evaluation of the Energy Information

Administration

PART-84-1, 06/15/84

Background

The Professional Audit Review Team's

(PART) report presented its evaluation

of the performance of the Energy Infor-
mation Administration (EIA), as required
by law.

Findings

PART found that EIA: (1) is strengthen-
ing internal controls to better ensure its
objectivity and independence from politi-
cal and commercial considerations; (2)
is assessing staffing needs; (3) has en-
hanced its annual planning needs; and
(4) has improved its evaluation of the
relevancy of its energy data and publica-
tions. However, EIA needs to expand and
improve its quality control and assess-
ment activities to ensure the accuracy

and credibility of the information which
it disseminates.

Open Recommendations to
Agencies

The Administrator, EIA, to control and
document the quality of the EIA data,
should take actions to develop guidance
to ensure that specific quality assessment
and quality control activities are clearly
understood to be the responsibility of
the Office of Statistical Standards or of
the program offices.

Status: Action in process. Estimated
completion date: 02/86
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The Administrator, EIA, to control and
document the quality of the EIA data,
should take action to have the directors of
program offices develop broad, officewide
written procedures for performing their
quality control functions to guide the
further development of detailed quality
control procedures for specific data col-
lection forms, systems, and publications.

Status: Action in process. Estimated
completion date: 02/86

The Administrator, EIA, to control and
document the quality of the EIA data,
should take action to have the Directors
of the Office of Planning and Resources
and the Office of Statistical Standards
evaluate the comparative effectiveness
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and efficiency of the various quality con-
trol strategies employed by the program
offices.

Status: Action in process. Estimated
completion date: 02/86

The Administrator, EIA, to control and
document the quality of the EIA data,
should take action, when a report based
on an analytical model is issued, to have
the directors of the program offices have
documentation for the model available to
the public which meets the EIA standards
for model documentation.

Status: Action in process. Estimated
completion date: 02/86

The Administrator, EIA, to control and
document the quality of the EIA data,
should take action to have the Director of
the Office of Statistical Standards develop
a plan for expediting its audits of the
quality of the EIA data and for providing
more current and detailed coverage in
assessing the quality of EIA major data
series.

Status: Action in process.

The Administrator, EIA, to control and
document the quality of the EIA data,

should take action to have the Director
of the Office of Statistical Standards con-
tinue the development of the concept of
quality audits by: (1) issuing guidelines
which describe quality audits, including
recognition of the quantitative measures
that result from the statistical process
and can be used to describe the level of
quality; and (2) request that an indepen-
dent statistical professional group, such
as the American Statistical Association’s
Committee on Energy Statistics, evaluate
the concept of quality audits and the
frequency and scope of coverage of ac-
curacy controls.

Status: Action in process.

The Administrator, EIA, should obtain
the recommendations of the Director of
the Office of Statistical Standards on
the findings noted in the “Frames Status
Report,” dated May 31, 1983, and have
the program office directors develop a
plan for correcting the problems in the
quality of the frames.

Status: Action in process. Estimated
completion date: 02/86

The Administrator, EIA, should have the
Director, Office of Planning and Resour-

ces, ensure that a central process and
uniform procedures are used to record
the assumptions that requesters want to
have incorporated into EIA forecasts and
analyses and that the resulting products
clearly describe the requesters’ specifi-
cations.

Status: Action in process.

To ensure that each EIA office has the
capability to carry out its specialized
functions as effectively and efficiently as
possible, the Administrator, EIA, should
have the Director, Office of Planning and
Resources, assess the number and types
of skills EIA needs to meet its overall
requirements and to determine whether
staffing allocations to each office are
appropriate.

Status: Action in process.

The Administrator, EIA, should have each
director of the three program offices
develop a plan for conducting a com-
prehensive data requirements study in his
energy topic areas and for periodically
updating these studies.

Status: Action in process.

Energy Information, Policy, and Regulation
Department of Energy’s Initial Efforts To Implement the
Nuclear Waste Policy Act of 1982

RCED-85-27, 01/10/85

Background

GAO reviewed the Department of Ener-
gy's (DOE) efforts to implement the
Nuclear Waste Policy Act in the areas
of: (1) identifying waste disposal sites;
(2) financing the waste disposal program
through user fees; and (3) establishing
an organization to carry out the program.

Findings

GAO found that DOE has met its statutory
milestones for notifying the affected
states that it has identified repository

locations for further evaluation. In ad-
dition, it has completed the final rulemak-
ing action to incorporate siting guidelines
into the Code of Federal Regulations.
However, DOE does not expect to meet
the statutory deadline dates for key deci-
sions in the siting of the first repository
because of complexities encountered in
preparing required environmental evalua-
tions and testing delays. DOE has es-
timated that the total program costs over
the next 50 years will be more than $20
billion; however, it is planned that users
of the sites will pay these costs. DOE
has established payment procedures for
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collecting ongoing and one-time fees from
the users of the repositories. By June
1983, DOE had entered into 70 user con-
tracts. Ongoing user fees are expected
to be the major long-term source of
program revenue. However, DOE has not
yet established fees for the reprocessed
high-level wastes produced by defense
programs and a demonstration program
maintained by New York. GAO found that
DOE may be able to accelerate millions
of dollars in payments from anticipated
users of its waste disposal services by
accelerating payment periods and raising
interest rates. Finally, GAO found that

GAO/OIRM-86-1 Recommendations



Energy

DOE has activated the headquarters office Open Recommendations to

for the program; however, the new office

lacks direct authority to control the field
staffs that execute the program.

Agencies

The Secretary of Energy should decide
what is an appropriate fee to charge the

federal government and New York for
the disposal of high-level wastes.

Status: Action in process.

Energy Information, Policy, and Regulation
The Department of Energy Should Improve Its Management
of Oil Overcharge Funds

RCED-85-46, 02/14/85

Background

Pursuant to a congressional request, GAO
examined the adequacy of the Department
of Energy (DOE) Economic Regulatory
Administration’s (ERA) management of
funds distributed to states resulting from
the collection of overcharges found in
audits of oil companies’ compliance with
regulations controlling the allocation and
pricing of crude oil and refined petroleum
products.

Findings

GAO found that ERA chose to resolve
alleged violations by negotiating settle-
ments with the oil companies and, where
the parties injured by overcharges were
not identifiable, the oil companies were to
make the payments either to an escrow
account at the U.S. Treasury or directly
to the individual states where the com-
panies do business. DOE redistributes
the escrow account funds by two means:

(1) through regulations which establish
procedures for determining the proper
recipients; and (2) through section 155 of
P.L. 97-377 which provides for the direct
distribution of funds to the states for
use in four energy conservation programs
and a low-income home energy assistance
program. GAO found that DOE could
improve its management of these funds
in three areas: (1) the states’ use of
interest earned on the funds; (2) the
states’ proposals to demonstrate energy
conservation techniques; and (3) ERA
computation of the states’ shares of the
funds. GAO also found that some states,
which received direct payments as a
result of direct settlements between ERA
and the oil companies, may not be using
their refunds for restitution to the injured
parties. However, DOE maintained that
it has the authority to take any action
necessary to eliminate or compensate for
a violation of its petroleum regulations,
including approval of direct payments
to the states,